


Many New Important Amendments 
to the National Bankruptcy Act 
Should be Studied by Credit Men 


i SOUR 


| CREDIT 


In this one volume you will find a handy 
and easily followed guide whenever you 
have a claim against a bankrupt cus- 
tomer. 


For forty-five years progressive credit execu- 
tives have used the CREDIT MANUAL as 
their source of information on all legal aspects 
of trade. It covers every detail of the laws of 
contracts, secured sales, negotiable instruments, 
the new Federal fair trade laws, foreign trade, 
bankruptcy, bonds on public improvements, 
and government regulations on trade. 


Reserve Your Copy of 
the 1953 Manual Now 


Members of the National Association of 
Credit Men can obtain copies of the 1953 
Credit Manual at a saving of $2.15 if they send 


@ The numerous changes and 
amendments in the Chandler Act as 
voted by the 82nd Congress are 
fully discussed and annotated in the 
1953 Edition of the 


CREDIT 
MANUAL 


of 
Commercial 


Laws 


in their order right away. The regular price is 
$10.00, but copies ordered now for delivery 
in November cost only $7.85. So send in your 
order today and reserve your copy at a sub- 
stantial saving. 


—AND THAT'S NOT ALL! 


If you send your check with your order we 
will send you at once an important new book- 
let “Practical Keys to Credit Analysis—a Dy- 
namic Approach to Credit Evaluations.” This 
booklet was published to sell for $2 but will 
be sent to you FREE if you send your check 
with your Reservation Order for the 1953 
Credit Manual. 


® Send your check today while the offer is still 
qood, and take advantage of the saving on the 
1953 CREDIT MANUAL OF COMMERCIAL LAWS 
and this extra aid in administering your depart- 
ment. Write to 


Publications Department 


NATIONAL ASSOCIATION OF CREDIT MEN 


229 FOURTH AVENUE 


NEW YORK 3, N.Y. 
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From the windows of his mansion at Kittery Point, William Pepperrell, richest man in 
Maine, could see his ships departing and arriving from the West Indies and Europe. The 
house, built by his father in 1682, was “one of the most magnificent provincial resi- 
dences”; through the hall, it was said, a cart and oxen could be driven. Smaller than in 
Pepperrell’s day, his birthplace is now privately owned. 

Besides being a merchant and shipbuilder, Pepperrell took an active part in politics 
and was an officer in the militia. Although he had no legal training, the governor appointed 
him chief justice of the colony when the incumbent was removed for political reasons. 
Reversing the usual order, after his appointment Pepperrell set about studying law. 





SIR WILLIAM PEPPERRELL 


Fast American Baronet His chief exploit was commanding an expedition in 1745 against the Canadian strong- 
hold Louisburg, one of France’s important fortifications. In recognition of his efforts in 
bringing the siege to a successful conclusion, George II made him a baronet, an honor never 
before conferred on any native American. He was also the first American to be a general 





in the British royal army and for a few months served as acting governor of Massa- 
chusetts which at that time included Maine and New Hampshire. 
Sir William was proud of his success and cut a fine figure as 
he rode about in his coach attended by footmen and outriders, 
but his overwhelming ambition to have his name perpetuated 
failed of fulfilment. Of his four children, Andrew, the only son 
to reach maturity, was engaged to Hannah Waldo but postponed 
the marriage date several times presumably because of ill health. 
When the wedding day finally arrived, in the presence of the 
assembled guests, the bride called off the ceremony because of 
Sir William Pepperrell 4 P a ‘4 ‘ 

at the battle of Louisburg the mortification she had been caused. The grief-stricken Andrew died shortly thereafter. 
After Sir William’s death in 1759 the property passed to his daughter’s son William 
Sparhawk on condition that he take the name Pepperrell. As he was a Loyalist he fled to 

England when the Revolution broke out. 


The Home, through its agents and w I H E H O M E w 
brokers, is America’s leading od U2eCe 
insurance protector of American homes ang 


and the homes of American industry. 





Home Office: 59 Maiden Lane, New York 8,N. Y. 
FIRE * AUTOMOBILE ® MARINE 


The Home Indemnity Company, an affiliate, writes Casualty Insurance, Fidelity and Surety Bonds 
Copyright 1951, The Home Insurance Company 
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Editorial 


Insurance As a Credit Asset 


a” A BUSINESS world filled with uncertainties, the thoughtful executive takes 

stock to see which of these hazards might be removed and against which he can 
seek protection. Unfortunately he cannot fully protect himself against government 
policies or world-wide outbreaks irrespective of where they occur. This makes it 
all the more important that he protect himself against hazards which are normal, 
but which increase in a disturbed world. 

Nothing is more important for a business man than to give thoughtful consid- 
eration to protecting his business against the loss that may occur through accidents, 
moral failures, fires and other insurable risks. For this protection he pays but a 
nominal sum because of the spread of risks by the insurance companies, but he 
thereby very definitely removes some uncertainties that could cause his business to 
become involved or fail. 

A serious accident, a fire, the loss of production, distribution or service earnings 
due to a fire, interruption in business, the loss of key men or key personnel, are all 
factors that need not have a fatal or serious adverse effect upon business. Business can 
and should protect itself against these hazards. Even a cyclone, an earthquake, a 
tornado or a windstorm can be insured against at a very nominal cost. The develop- 
ment of insurance during recent years is amazingly comprehensive. 

Every business man should designate someone in his organization to make a 
thorough inquiry as to what protection he can get against all insurable hazards. In 
this way he narrows the possibility of some outside occurrence or impact destroying 
his business or subjecting it to great adversities. 

He should also avail himself of the various protective services that are a part and 
parcel of his insurance, such as fire prevention methods and programs, safety 
programs, etc. 

The spread of these risks through insurance has made it possible for business 
men to feel comfortable in their position with full knowledge that these contin- 
gencies, if they occur, cannot severely cripple him, Preparedness in business is just 
as essential as is a national preparedness program. The business man who doesn't 
avail himself of modern insurance protection reflects a management that is not keen 
and alert. 

In this, the month of October, survey your insurance needs, make inquiry as to 
the protection you can get, remembering always that an ounce of prevention is worth 
a pound of cure. It will not only pay you, but your credit standing will be improved. 
Remember, too, that when credit executives seem to be exacting in their demands 
for information about the insurance you carry, they are acting in your own best 
interests. It is to your interest that they be insurance-minded. 

Why run unnecessary risks or place your business in jeopardy when you need 
not do so? Procrastination in the procurement of insurance coverage and counsel 
has proved fatal to many businesses. It is a mark of management competency when 
business hazards are reduced to a minimum. 


HENRY H. HEIMANN, 
Executive Vice President 
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THE OCTOBER COVER 


ATCHING four insurance men to- 
gether with rating tables down is a 
photographic feat. It should be added 
that these executives’ responsibilities 
are beyond the statistical horizon. 
Left to right are Robert S. Whitmore, 
first vice president, Bayly, Martin & 
Fay, Inc., Los Angeles; August F. Stone 
of Baltimore, president, The American 
Credit Indemnity Company of New 
York; Ralph E. Brown, vice president, 
Marsh & McLennan, Inc., St. Louis; and 
E. A. Luther, vice president, The Na- 
tional Surety Corporation and The Na- 





tional Surety Marine Insurance Cor- 
poration, Chicago. 

Mr. Whitmore, broker, consultant and 
buyer of insurance, began as under- 
writer and field representative of Aetna, 
and of Fidelity and Deposit Company 
of New York. 

Author of “Your Insurance Program” 
(CFM, April, p. 40), Mr. Whitmore has 
given educational service to the Credit 
Managers Association of Southern Cali- 
fornia and the National Association of 
Credit Men. 

Mr. Stone at 15 became office boy of 
American Credit Indemnity Company 
in St. Louis. He continued schooling, 
at Benton College of Law and St. Louis 
University (LL.B.). He advanced to as- 
sistant secretary, and on to secretary, 
vice president, and president. 

Mr. Brown completed 25 years with 
Marsh & McLennan, Inc., this March, 

Native Illinoisan, Mr. Brown had had 
two years at the University of Illinois 
when he was appointed to West Point 
in 1924. 

Mr. Brown is a member of the St. 
Louis Association of Credit Men and 
the Missouri State Chamber of Com- 
merce, 

Mr. Luther (LL.B., Northwestern 
“U”) has concentrated all his 30 busi- 
hess years upon insurance, successively 
as agency manager, Southern Surety 
Co.; assistant secretary, Southern Fire 
Insurance Co.; production manager, 
contract bond department, Ohio Casu- 
alty Insurance Co.; regional representa- 
tive, National Surety; manager, St. 
Louis; vice president in charge, south 
central department, St. Louis; and since 
1950 vice president, western depart- 
ment, headquarters Chicago. 

Mr. Luther is treasurer of The Chi- 
cago Association of Credit Men and a 
past president and past director of the 
St. Louis association. 
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ASHINGTO 


@. THE GovERNMENT taketh away, the Govern- 
ment giveth. Now that the “inherent powers” 
ruckus has been settled by the Supreme Court 
and the industry has had its strike and produc- 
tion tieup, and both steelworkers and companies 
have their increases—and the public the bag— 
the N.P.A. has given manufacturers authority 
to purchase whatever used steel they can pry 
loose, over and above the quarterly allotment, 
exempting used steel from the recently imposed 
30-day limit on inventory. 

Permission to buy foreign steel outside the 
quota also was granted for use with allocated 
copper and aluminum, but with stipulation to 
stay within allotments of the two last-named 
metals. 

The new action broadens an earlier permission 
to add to their quotas up to 500 tons of high- 
price conversion steel for the final quarter of 
1952 and the first of next year. 

Here’s a good place to note that steel scrap 
inventories of 165 leading mills and foundries 
as of August Ist totaled 4.723 million tons, 
almost double the amount on that date in. 1951. 


@ Tue Use or Certain kinds of tinplate in 
making light gauge stamped items such as 
souvenirs and buttons, toys and games, was 
restored by N.P.A. decision to lift the end-use 
controls on unassorted temper tinplate, mill 
accumulation plate and coated secondaries. 


@ Makers or Mixep fertilizers received per- 
mission from the O.P.S. to lift ceilings in ac- 
cordance with federal or state authorized in- 
creases of freight rates. 


@. Attocation Controts on polyethylene, in 
force since May last year, were dropped by the 
N.P.A. The plastic is used in manufacture of 
packaging for dehydrated and frozen foods and 
by the military for insulation. 


@ A Recorp Torat collection of almost $65 
billions in taxes and social security contributions 
in the fiscal year ended June 30th was reported 
by the Bureau of Internal Revenue. Tax collec- 
tions were up $14.5 billions over the preceding 
12 months. Other federal agencies gathered 
$2.364 more billions. 

Mr. Truman’s latest estimates of collections 
were for an increase of $10 billions in the 1953 
fiscal year to a total $75 billions. 
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These gross collection amounts run billions 
more than the net collection figures used in 
determining the budget deficit or surplus. 

Corporation taxes—income and excess profit 
—were almost 50 per cent over the preceding 
annual period, reaching $21.519 billions. 

And the cost of living jump to a new peak 
(190.8%) meant that more than a million auto 
workers obtained a 3 cents an hour increase 
under their contract tying wages to the rise and 
fall of the consumer’s price index. 


@ “Continvep WorseEninc in the relative eco- 
nomic position of small business,” supported by 
statistics for the second six months of last year, 
was reported by the S.D.P.A., as the gap in 
orders widened between small and large com- 
panies, in defense contracts, expansion and sales 


and profits figures. 


@. Droprep sy THE N.P.A. was the limitation 
on the use of copper and copper base alloys in 
making indoor and outdoor commercial and 
residential lighting fixtures. 


@ Can MANUFACTURERS now must give top 
schedule position to perishable food containers, 
no matter what the circumstances. 


@. New Leartets From the S.D.P.A. on man- 
agement and technical aids for small concerns, 
available from S.D.P.A. in Washington or from 
any of its field offices, are: “Sharpening Certain 
Metal-Cutting Tools,” “Precision Measurement 
of Workpieces,” “Business Insurance—I,”’ and 
“Reducing Accident Costs Through Safe Work- 


ing Conditions.” 


@. Tue N.P.A. Droppep specific restrictions on 
the grade and weight of aluminum used as 
oxidation agent in ferrous and non-ferrous metal 
industries. Also, the Authority authorized surplus 
distributors of aluminum to purchase from con- 
sumers and resell to other users. 


@. Goons Output Last year rose $45 billions 
to a record $329.232, says the Department of 
Commerce, but more than half the increase 
came from the chief competitor -in the high 
jumps event of the national economic field and 
track classic — prices. 

National income soared $39 billions to top 
the crossbar at $277.554 billions in the pole 
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yault, but Mr. Price as contestant had much 
to do with that record too. 

Government outlays—federal, state, local— 
accounted for 19 per cent of the gross national 
product, moving up 50 per cent in 1951 to a 
total of $66.5 billions, and were approximately 
24 per cent of the national income. Consumers 
spent $14 billions more than they had expended 
in 1950. 


@ Capacity for production of 600 trillion units 
of penicillin a year by 1955 was called for by 
the D.P.A., an increase of 350 trillion units over 
1951 capacity. 


@ THe Nation’s Farm wealth supposedly will 
be more accurately gauged in the future under a 
change of the season for taking the regular 
five-year census of farm and ranch acreage and 
livestock, the foundation of the Government’s 
crop and other estimates. Hereafter the census 
will be taken in October (of years ending with 
a “5”) instead of the previous January. 





OFFICIAL TEXTS—of all mobiliza- 
tion agency regulations may be had, 
free of charge, by writing the Infor- 
mation Division of the agency in- 
volved, Washington 25, D.C. 

THE FEDERAL REGISTER—a Gov- 
ernment daily publication, which con- 
tains full texts of all regulations, is 
available from the Superintendent of 
Documents, also at Washington 25. 





@ Into a STIFFENING money market comes a 
decision by the Reconstruction Finance Corpo- 
ration raising to 414 per cent its interest rate 
on loans to state and local governments for 
public project construction. 

Earlier the Treasury had sold its week’s offer- 
ing of 91-day bills at the highest cost on short- 
term Government borrowing since 1933. The 
average yield was 1.903 per cent. 

Several New York City banks boosted to 234 
per cent the interest rate on loans to brokers on 
securities other than Government issues. 


@ Propucers oF Copper and copper alloys 
may now raise their ceiling prices in accordance 
with the higher cost of foreign copper. 


( Exportation oF Woop pulp of grades for 
paper manufacture is permitted without prior 
application. 


( Tue 2 Per CEenrT interest rate on the U.S. 
one-year certificate is a Federal Reserve Bank 
gesture against the combined inflationary aspects 
of current developments, such as the rise of food 
prices into new records, stepped up installment 
purchasing, an expected widening reflection of 


the higher steel and aluminum prices, and of 
course defense expenditures. In an election year, 
just another King Canute trying to hold back 
a wave,.for a public that just won’t put on 
either sunglasses or swim suit. 


@ Wirth tHe Lirtine of the U.S. embargo 
against importing cattle and meat products, a 
half million head of Mexican longhorns can be 
expected to cross the border by September of 
1953, says the Department of Agriculture. 


@, THE GOVERNMENT apparently isn’t standing 
alone in the matter of deficit spending. At the 
same time that the Department of Commerce 
was reporting that the average individual income 
last year climbed to an all-time record of $1,584, 
Maurice J. Tobin, secretary of labor, was point- 
ing out that in 1950 the average city family, with 
$4,300 income, went into the red to the extent 
of $400, by spending $4,700. 


@ A New Recutartion to simplify price con- 
trols on new commodities for manufacturers 


of consumer durables is C.P.R. 161. 


@ Tue N.P.A. AuTHorRIzED machine tool build- 
ers to accept and deliver non-priority orders if 
there is no interference with military production. 


@, Tue Ban on WareEHOUsE shipments of steel 


to large civilian producers has been lifted by the 
N.P.A. 


@ Some D.P.A. Goats: $1.330 billions for in- 
creased capital investment in facilities to put 
out military aircraft and their components; $85 
millions for crawler-type tractors; $8.6 millions 
for still photographic equipment. 


@ Private Inpustry is urged by Oscar L. 
Chapman, secretary of the interior, to go all 
out in developing commercial plants for trans- 
formation of oil shale and coal into gasoline 
and other synthetic fuels. He estimated a cost 
range of $872.150 millions to $1.184 billions 
to develop a 250,000-barrel-a-day oil shale in- 
dustry using a gas combustion process developed 
by the Bureau of Mines. 


@, Arcurpatp Cox, Harvard law professor, is 
chairman of the new wage stabilization board 
under the defense production board. The findings 
of the old board in the steel industry dispute 
helped precipitate the Congressional amend- 
ment ordering a new board, with wings clipped 
a bit. 


@_ Suspension or C.P.R. 7, which affects de- 
partment and specialty stores, was urged upon 
the O.P.S. and the Economic Stabilization Agency 
by the National Retail-Dry Goods Association 
through Malcolm P. McNair, chairman of its 
committee on emergency government controls. 
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Introduction to a Study of Coverage and the Economy 


INSURANCE: A KEY TO OPEN CREDIT 


By Robert S. Whitmore 
First Vice President 
Bayly, Martin & Fay, Inc., Los Angeles 


OQ WHAT extent should the credit man interest 
sma in the insurance program of the debtor or 

credit applicant? There is no simple answer. 
Nevertheless, the question is one 
which is or should be prominently 
in the mind of every credit execu- 
tive. 

Should his consideration be limited 
to a purely perfunctory interest in 
the debtor’s insurance? Should he 
attempt to assume any degree of 
responsibility in its supervision or 
direction, or should he pass up the 
subject of insurance, trusting that i 
the credit risk is properly and ad- R. S. WHITMORE 
equately protected, assuming that the possibility of im- 
pairment of solvency due to insurable exposures is 
remote? 

Exposure Loss Is Largely Controllable 

Satisfactory Character, Capital and Capability are, of 
course, the foundation upon which sound credit must 
be established. However, the credit executive is apt 
to overlook or minimize the importance of a fourth and 
very important element. This is the physical or con- 
sequential element of potential exposure to loss of and 
damage to the properties and assets of the debtor or 
credit applicant, over which the latter may have little 
if any control. Here is a factor which may, without 
warning, result in unanticipated credit loss, often of 
substantial proportions. The long history of credit 
granting is replete with instances. 

This risk is largely controllable in its credit aspect 
through effective planning and effectuating of the. in- 
surance program of the debtor. 

The credit executive usually cannot be expected to 
become an insurance expert. This is the function of 
the qualified insurance agent or broker. On the other 
hand, the credit man cannot overlook the importance 
of insurance as a safety factor. 

Then what part should be played by the credit ex- 
ecutive in the insurance program of the debtor or credit 
applicant? 

Credit Executive Often Insurance Buyer 

It often happens that the credit executive is the in- 
surance buyer for his own company, with some knowl- 
edge of insurance matters and perhaps with the benefit 
of the counsel of his firm’s insurance brokers. If so, 
he properly may assume some measure of responsibility 
in advising the credit applicant. Otherwise it is doubt- 
ful if he should assume such responsibilities to an extent 
which could lead to complications. 

The writer many times has suggested that it should 
be a prime function of the credit executive to learn to 
recognize those insurable risks which expose the credit 
account to serious financial impairment, and to recom- 
mend or even insist upon prudent programming to 
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include insurance of all catastrophe hazards necessary 
to avoid financial impairment and adequate in its rela- 
tion to the physical values and exposures. 

Generally speaking, the credit executive has no need 
to concern himself with the debtor’s insurance problems 
that relate to loss exposures of minor character not 
affecting the position of the credit account. 


Four Categories of Major Exposures 
Serious or major exposures to loss generally fall 
within one of four categories: 


(I) Damage to or destruction of physical prop- 
erties of the credit risk; 

(II) Loss of money, securities and other property 
as the result of crime and dishonesty; 

(III) Financial loss due to liability to others for 
bodily injury and property damage; and 

(IV) Financial loss as a consequence of some hap- 
pening, occurrence or event. 


Each category may be effectively applied by con- 
sidering the chief elements requisite to avoid important 
yet common «rrors, omissions and deficiencies. 

Here is a set of questions which, applied to each 
category, will do much to determine the effectiveness 
of the insurance protection. 


(I) As to Physical Loss and Damage to the Prop- 
erty of the Insured: 


(1) Does the title of the policy(ies) exactly follow 
the ownership of the insured property and insurable 
interests, if any, of others? 

(2) Does(do) the policy(ies) contain coinsurance 
(or average) conditions which will adversely affect full 
recovery? 

(3) Does(do) the policy(ies) contain any warranty 
(ies) by the insured which must be strictly complied 
with to preserve validity? (Examples: automatic 
sprinkler warranty, watchman warranty.) 

(4) Is there any apparent breach or violation of 
standard policy conditions which would invalidate the 
insurance? 

(5) Does(do) the policy(ies) make automatic pro- 
vision for changes in title, ownership, possession, hypo- 
thecation, encumbrance, or occupancy? 

(6) Is(are) the policy(ies) arranged under descrip- 
tive terms sufficiently broad to include unmistakably 
all property intended to be covered? 

(7) Does(do) the insuring agreement(s) extend to 
include related insurances? (Example: extended cover- 
ages supplementing fire insurance.) 


(II) Loss Due to Crime and Dishonesty: 


(1) Is the insurance comprehensive or blanket in its 
application to all exposures? (Example: burglary, theft, 
robbery in and away from premises, disappearance, 
dishonesty of employees, forgery.) 

(2) Is the insurance adequate in its relation to the 
value of money, securities and property exposed 10 
such loss? 

(3) In the matter of fidelity insurance, has considera- 
tion been given to adequacy in relation to cumulative 
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loss potential even though susceptibility to single loss 
may appear limited? 

(4) Does the insurance contain warranties or rep- 
resentations by the insured, the breach or violation of 
which will invalidate the insurance? 


(III) Financial Loss Due to Liability to Others for 
Bodily Injury and Property Damage: 

(1) Does(do) the policy(ies) insure all interests in- 
tended or required to be protected? 

(2) Of foremost importance: is the insurance fully 
comprehensive in application to all third party liability 
hazards known or unknown? 


(IV) Consequential Loss: 


(1) If the credit risk will suffer insolvency or serious 
fnancial impairment because of interruption of its 
processes and operations resulting from physical loss 
and damage to its properties and/or facilities, is busi- 
ness interruption (use and occupancy) insurance pro- 
vided? 

(2) Is this insurance believed adequate fully to reim- 
burse the insured for loss of profits and unavoidable 
fixed charges and expenses which must continue? 

(3) If the business success of the credit risk is de- 
dependent upon the experience and ability of one or 
more executives or key personnel, has insurance been 


suspicious, he engaged auditors. The latter had little 
difficulty establishing a large accumulated shortage in 
the accounts of the bookkeeper and cashier. Liquida- 
tion of the business was necessary and substantial 
credit losses were suffered by a number of creditors. 

The employer had mistakenly believed that the pro- 
curement of a fidelity bond of $2,500 covering the de- 
faulting employee was a sufficient exercise of prudence 
on his part. 

He had based this conclusion on his estimate of single 
loss susceptibility, giving no thought to the cumulative 
possibilities that resulted in large uninsured loss. 

( 3 Inadequate or defective insurance coverage of 
third party liability. 

A contractor was constructing a section of roadway. 
His employees one night failed to post a lighted warning 
on a temporary barricade. An automobile containing 
the driver, his wife, and three children crashed into 
the unlighted barrier. 

The contractor had assumed that carrying third 
party liability and property damage insurance total- 
ing $15,000 was prudent and adequate, and had given 
at least one creditor documentary evidence of this in- 
surance, which was accepted by him without question. 

Had one or more of the creditors insisted upon more 





“It’s Credit Man’s Function to Recognize Insurable Risks”? 








provided to offset consequent loss due to the death 
or disability thereof? 

If the credit executive feels he is not in a position to 
supervise such an examination of the debtor’s insur- 
ance program, it is suggested the latter be asked to 
submit these questions to his own insurance agent or 
broker and that the credit executive be informed of 
the result. 

The following case histories point up the importance 
of insurance protection in the credit risk: 

( ) Case history involving the serious impairment of 
a credit risk resulting from loss or damage to its 
physical properties.* 

The placing of insurance was delegated to an office 
manager, who purchased fire insurance in an amount 
he considered reasonably adequate in relation to the 
value of the plant buildings and equipment. 

However, no one, including the office manager, gave 
attention to a warranty in the insurance which re- 
quired that at all times when the plant was not in 
operation, including nights, Sundays and holidays, a 
watchman would be maintained in and about the 
premises—a warranty quite commonly employed. 

During such absence the plant and equipment were 
destroyed by fire. The insurance claim was denied 
because of breach of warranty. The impairment of the 
debtor’s solvency caused a’ serious credit loss, which 
would have been avoided had the insurance conditions 
been examined and complied with. 

( ) Credit loss occasioned through criminal acts or 
dishonesty. Examples of credit losses resulting 
from this hazard are all too numerous. 


A retail merchant found it increasingly difficult to 
meet the heavy obligations to his creditors. 


his ease history is taken from Mr. Whitmore’s new book, “Your 
Nsurance Program,” published by Murray & Gee, Inc. 


Becoming 


adequate insurance protection, substantial credit loss 

would have been avoided. 

( ) Insufficiency or lack of insurance protection ap- 
plying to consequential loss. 

Two men, both experienced key employees of a large 
fruit and vegetable canning industry, decided to pool 
resources and go into the business for their own ac- 
count. The leasing of a plant and the purchase of 
necessary machinery and equipment entailed securing 
financial backing and credit for materials and supplies. 
They had little difficulty getting the credit to proceed 
with their first seasonal fruit pack. 

In the night following completion of the seasonal 
pack, the plant, equipment and entire fruit pack were 
destroyed by fire. 

These men had given serious and prudent considera- 
tion to the purchase of fire insurance adequate to 
indemnify them for destruction of their physical prop- 
erties, including the manufacturing cost of the com- 
pleted fruit pack. However, since the market value of 
the pack had not been established at the time of the 
fire, and would not be established for 30 days or more, 
a compromise settlement with the insurance company 
was effected, paralleling the manufacturing cost. 

This left the owners without benefit of anticipated 
profit. They were forced to go out of business. 

The substantial credit loss would have been avoided 
had adequate business interruption (use and occu- 
pancy) insurance been provided. 

These examples represent only a fraction of the credit 
losses annually sustained which would have been 
avoided had someone even suggested that credit risks 
be insured against catastrophe loss exposures to which 
anv business might be subject. 

This article is intended as an admonition to those 
engaged in granting credit that, even when all other 
elements of sound credit are present, insurance pro- 
tection is necessary. 
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Insuranee: Proteet 


Treasury and Credit Executives Appraise Castomers’ Coverage 


‘THE INCREASING alertness of treasury and credit executives to the importance 
of the customer’s insurance program as a determinant of his credit-worthiness 


is reflected in the following symposium. 


These appraisals have the twofold 


objective of protecting the supplier’s business and helping the customer help 
himself withstand the damage caused by adversity. 

More than that: Herein we accompany the credit grantor in his presentation 
of recommendations for adequate protection against business-wrecking hazards. 
While the individual comment is brief, a summarization reveals the wide range of 
coverage advocated so that a going business may not be gone with the wind when 
calamity strikes. Here are the voices of practical experience in insurance. 


Status Changes Overnight; 
Begins Making Fire Bombs 


E. W. HILLMAN 


Secretary-Treasurer 
The Federal Glass Company 
Columbus, Ohio 


ARDLY A YEAR in the writer’s long experience has 

passed without a forceful example of the need for 
adequate insurance protection on the part of a customer. 
Awareness of the importance of the subject has saved 
my firm many thousands of dollars. Even after we 
have appraised a risk from an insurance standpoint and 
satisfied ourselves that danger from fire is remote, the 
company’s customers have been known to change their 
operating method or the product manufactured, so that 
overnight a comparatively safe risk becomes one quite 
hazardous. 

A situation such as this might find a credit manager 
with a large account on his hands and no opportunity 
to back off. 

Here is an example from the record. 

Our corrugated box division had been selling a soap 
company for more ‘than three years, in amounts up to 
$14,000 on 30-day terms. Then we were startled to 
learn the company had experienced two fires within 36 
hours of each other. The second one caused a loss of 
$500,000. How could a company manufacturing a non- 
inflammable product suffer such a disastrous fire? 


We found that, within the six weeks preceding the 
fire, the customer had obtained a large Government 
contract for fire bombs, of which napalm is the prin- 
cipal ingredient. 


We learned that at least six other soap companies had 
had similar experiences until they learned the need for 
vigilance in protecting their factories against damage. 
Possibly our customer was favored with the business 
because other firms wished to avoid the hazard of such 
manufacture. 

The company had sufficient fire insurance, as well as 
interruption insurance, but a long time will elapse be- 
fore the firm again will operate normally—and a long 
time before the suppliers will be paid from the proceeds 
of the insurance settlement they hope to collect. 
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**Saved”’ Burglary Insurance; 
He’s a Three-Way Problem 


R. L. GALLOWAY 
Credit Manager 
Eastman Kodak Company 
Rochester, New York 


OUR QUESTION concerning the extent of appraisal 

of a customer’s insurance protection comes at a most 
embarrassing time. It follows by a day the news from 
a customer that burglars had just cleaned out his in- 
ventory of film and cameras. In an attempt to econo- 
mize, he had not carried burglary insurance. 


Not only does the customer face a loss of $8,000, a 
serious set-back for him, but we now face the combined 
problem of figuring out how to collect over a period of 
time the amount this customer owes us, how we may 
provide at least limited credit accommodation to help 
him partly restore his inventory for resale and thereby 
maintain an existing outlet which was a marginal 
account. Adequate coverage would have saved this 
customer a substantial loss and minimized what is now 
an increased credit risk. 


The solution seems easy, but the practical prob- 
lem is: how do you effectively apply a solution to 
thousands of accounts with a reasonable amount of 
time and effort? 


When we open an account with a customer and estab- 
lish credit accommodation, we have on hand information 
provided by our sales representative, the usual infor- 
mation from the commercial reporting agency, and in 
many instances a financial statement direct from the 
customer. The salesman’s report does not give us in- 
surance information, but such data are mentioned to 
some extent in the commercial reports, and space is 
provided on our financial statement form for an ex- 
planation of the insurance coverage carried. 

We are well aware of the business hazards which 
should be covered by insurance. In the additional in- 
formation from the agency and in the periodic financial 
statements, we look for indications of insurance protec- 
tion in relation to the hazards involved. 

(Concluded on page 32) 
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Ofter Programs to Help Castomers Bulwark Their Business 


Finds Reporting Form for 
Dealer’s Stock Economical 


WAYNE W. MEYERS 
Credit and Office Manager 
Meyers-Taube Company, Fargo, N.D. 
Lyle Meyers Company (subsidiary) of 
Watertown, S.D. 





N A RURAL AREA like North Dakota, where a 

distributor deals mainly with small dealers because of 
the population, the appraisal of customers’ insurance is 
of the utmost importance. Too many of these dealers 
or customers do not have the financial reserve to remain 
in business after any great business wrecking hazard 
such as a fire. 

It is the credit man’s job to ascertain the customer’s 
amount of insurance as a part of the financial statement 
he obtains from the dealer, if the statement is to be of 
any value. When a customer does not carry any or 
enough business insurance, a recommendation is made 
that he see his local insurance agent for adequate pro- 
tection. This is not only for his benefit but also for our 
company as a creditor, and for all other companies with 
which he may do business. 


Most economical, we have found, is the reporting 
form of insurance for a dealer’s stock and fixtures. 


Many a dealer, following a suggestion from his sup- 
plier, may make the changes in his insurance that will 
keep him in business. It is not the premium that will 
break him; the disaster may. 


Some Hazards of Business 
Which Call for Protection 


W. LeROY HOUSE 
Credit Manager 
The Electric Supply Company 
Atlanta, Georgia 


VALUATION of the credit risk should include ap- 

praisal of the applicant’s program of insurance. 

Let us examine a few business hazards for which in- 
surance may be wisely used by our potential customers. 

FIRE INSURANCE is so generally accepted to be a busi- 
ness necessity that only very few applicants have no 
such protection, but the question of adequate amount 
may well be raised in almost every instance. This is 
perhaps the result of heavy inventories and inflationary 
prices, current trends. 


Closely allied is business interruption insurance, 
also referred to as use and occupancy insurance. Busi- 
ness men who do not have this coverage assume all 

(Concluded on page 32) 


Favors Monthly Report of 
Coverage on the Inventory 


T. DOUGLAS OXFORD 
Assistant Treasurer 
General Shoe Corporation 
Nashville, Tennessee 





EVER BEFORE has there been more need for ad- 
equate insurance protection than exists today. 
Among the types of insurance we should consider are: 


(1) Comprehensive form of fire insurance on mer- 
chandise, improvements and betterments and furni- 
ture and fixtures; 

(2) Hail, windstorm, earthquake and flood insur- 
ance; 

(3) Use and occupancy insurance; 

(4) Fidelity bonds and crime insurance on em- 
ployees; 

(5) Public liability insurance; 

(6) Workmen’s compensation insurance; 

(7) Boiler insurance; 

(8) Parcel post insurance; 

(9) Life insurance on partners, officers and other 
important employees payable to the business. 


I favor a monthly reporting form of insurance on 
inventory. In this way a customer is fully covered at 
all times, and when his inventory is low he pays a 
premium on only the actual amount of inventory on 
hand. 

In some instances a credit manager whose company 
provides practically 100 per cent of a customer’s re- 
quirements may want the customer to take out life 
insurance payable to the business, or to his company 
and the business jointly. Then again, a credit manager 
may prefer that his company be named as an additional 
insured under all fire and liability policies. These 
procedures tend to help justify larger credit accom- 
modations to specific accounts. 


Sometimes fire insurance rates may be rather high. 
For example: the adjoining building may have a 
restaurant or other hazardous occupancy and the wall 
between may be poorly constructed. By erecting an 
asbestos wall at negligible cost the insurance rate will 
be reduced. 


Some formula of controlling expense should be a 
definite part of management’s responsibility. 'Too many 
go into business today without considering expenses in 
relation to sales. A dealer simply cannot make a gross 
mark-up of 40 per cent on sales and permit his expenses 
to exceed 40 per cent. This is a sure way to go broke. 
I prefer a differential here of 10 per cent to allow for 
profit and contingencies. Salaries and advertising 

(Concluded on next page, column 1) 
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should be figured on a percentage of sales. The follow- 
ing figures appear about right for expenses in a busi- 
ness realizing a 40 per cent gross profit: 


cent of sales volume 
13 per cent of sales volume 
3 per cent of sales volume 
cent of sales volume 
cent of sales volume 
cent of sales volume 
301% per cent 


Salaries (all) 
Advertising 
Ins. and miscl 
Depreciation 
Utilities 


You will note I have allowed 4 per cent for insurance 
and miscellaneous expenditures, which should be about 
average. 


Talk Coverage When Dealer 
Offers Financial Statement 


THEODORE B. BACON 
Credit Manager 
Apex Electrical Manufacturing 
Company 
Cleveland, Ohio 


E CREDIT MEN have a responsibility to make cer- 

tain that distributors have adequate insurance, so 
that they may continue in business and we may be 
protected as well. 

The propitious time to discuss insurance is when the 
prospective distributor submits his financial statement. 

Under all circumstances, inventory should be covered 
by adequate fire insurance protection. The “average 
inventory” type of policy, most common for fluctuating 
inventories, is recommended. 

As to accounts receivable, we endeavor to ascertain 
by thorough discussion that proper credit and collection 
procedures are being carried out, that adequate reserve 
has been provided for bad and doubtful accounts, and 
that provision has been made to place the ledgers in a 
fireproof safe or vault when not in use. 

Sometimes accounts receivable should be covered by 
socalled credit insurance—indemnity against loss from 
accounts going bad and becoming uncollectible—even 
if the distributor may regard this insurance as unneces- 
sary, or say it is too expensive. 


If the distributor’s success is largely dependent on 
the ability of one individual, and the firm’s financial 
footing is none too strong, we suggest coverage with 
a large enough life insurance policy, possibly also 
sickness and accident, and that the policy be taken 
out on the individual with the distributor’s company 
named beneficiary. 


Fire, theft, collision, property damage and personal 
injury insurance in connection with automobiles and 
trucks, as well as public liability in relation to the dis- 
tributor’s plant, are also very necessary. 

Last, but of great importance, is protection against 
the possibility of acts of dishonesty by employees. In- 
surance against such losses to the business is provided 
by bonding. 

The credit man whose files show that all his distri- 
butors have ample insurance coverage has earned what- 
ever tranquillity he enjoys from the knowledge of hav- 
ing done his job well. 
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Protecting Receivables and 
The Buyer’s Business Life 


FRANK P. RUSSELL 
Credit Manager 
Charles Ilfeld Company 
Albuquerque, New Mexico 


'E IN CREDIT are concerned primarily with those 

kinds of insurance that provide protection for our 
accounts receivable and the financial health of our cus- 
tomers—fire, liability, and partnership survival in- 
surance. 


Most standard forms for financial information call for 
data on only the amount of fire insurance carried. This 
is desirable information to the grantor of credit, but if 
we are to insist upon full protection we should know 
also the amounts and kinds of liability insurance carried. 


So too with partnership survival insurance. When 
death occurs in a partnership, such protection enables 
the remaining partner, or partners, to pay all obliga- 
tions and continue the business. 


Our company distributes dry goods, groceries, hard- 
ware and beverages to quite a large number and 
variety of accounts throughout New Mexico. Many ac- 
counts are small in dollar volume, but to the best of 
our knowledge most of them carry enough fire insur- 
ance to protect their creditors and themselves. 


The larger accounts we scrutinize closely for other 
kinds of insurance as well. Whenever we find one of 
them under-insured, we insist that additional insurance 
be provided. 


We have yet to find a satisfactory method to obtain 


information regarding liability coverage of our custo- 
mers. 


INSURANCE MAN SPEAKS UP 
ROBERT L. HILL, general agent, Northwestern 
National Life Insurance Company, Evansville, Ind., 
draws upon 24 years’ experience for this comment 
on coverage against contingencies affecting credit: 
emai CE as a bulwark against financial fail- 
ure cannot be minimized. 

As for general insurance: The need of fire insur- 
ance is readily recognizable in 
all business categories. Without 
customers and employees lia- 
bility insurance, business people 
could find their enterprise 
financially wrecked through 
law suits and injury. 

The need of, and desire for, 
business life insurance is grow- 
ing rapidly. As collateral for 
business indebtedness it can 
lower rates of interest and 
facilitate the obtaining of credit through the knowl- 
edge that should key personnel pass out of the 
picture, the money from life insurance is there to 
stabilize the business. 


R. ©. HELL 















Large Debtor Can’t Object 
To Study of His Coverage 


WILLIAM F. SCHROER 
Assistant Treasurer 
John Fabick Tractor Company 
St. Louis, Missouri 


OW FAR shall we go before we begin to appraise a 
customer’s insurance? 
When the credits are exceedingly large, the customer 
is not in a position to complain about further investi- 
gation and may only comply with reasonable requests. 


It may seem hardly worth while to ask your custom- 
er if he has coverage for fire, windstorm, hail, riot, 
explosion, civic commotion, aircraft and other risks 
ordinarily covered with comprehensive insurance, but 
it will surprise you to find how many of your custom- 
ers will reply in a negative manner, particularly as to 
the amount of coverage. 


Additionally, in any operation of consequence, where 
labor is employed, you should know the status of his 
workmen’s compensation insurance. There also are the 
items of blanket bonds and burglary insurance, in 
cases where the customer is dealing in small but valu- 
able pieces of property. 

If your customer is operating automobiles or trucks, 
you should satisfy yourself as to his public liability and 
property damage insurance. Furthermore, unless “all 
risk transportation insurance” is carried on shipments 
of large value, sizable losses could result, as in the 
Kansas City flood last year. 

If your customer is a one-man organization, it is 
proper to demand that life insurance be carried on that 
individual to the extent of the credit extension at least 
until it is paid. 





AS SPECIAL AGENT SEES IT 


WILLIAM J. BURKE, special agent at Provi- 
dence, R. I., with United States Fidelity and Guar- 
anty Company since 1934, starting as office boy, 
injects the insurance man’s viewpoint as follows: 


N MERCHANDISE 
for a limited amount 
of credit on a short term 
basis it usually is sufficient 
to satisfy oneself that ade- 
quate fire and extended 
coverage is obtained. 
Open stock burglary also 
should be _ considered. 
These are important be- 
cause of co-insurance re- 
quirements. 

For long-term credit, in addition to those 
lines, insist on casualty coverages, fidelity 
bonds and possibly business life insurance. 

W hile it is generally known that fire losses 
exceed $730 millions, few realize that pub- 
licized losses from known employer defalca- 
tions are running a close second. 





W. J. BURKE 


















Advisory Service Offered 
If Insurance Is Inadequate 


ALLAN J. MacNIVEN 
Credit Manager 
Westvaco Chemical Division, 
Food Machinery and Chemical 
Corporation 
New York City 


NOWING that our customers are consumers of 
chemicals gives me a special interest in their insur- 
ance protection. Although great strides have been made 
in reducing the hazards, there still exists a considerable 
element of danger if precautions are not observed. 
When we are analyzing the credit risk closely, we 
attempt to obtain specific data on the customer’s in- 
surance portfolio. Amount of fire insurance is compared 
with the asset values on the financial statement, with 
particular attention to co-insurance clauses. We ques- 
tion the amount and adequacy of business interrup- 
tion (use and occupancy) insurance. We look at general 
liability policies from the standpoint of hazards inherent 
in the type of operation. 


If flaws or omissions are detected, we advise the 
management to review its coverage with a competent 
insurance broker, and we are prepared to offer the 
advisory service of our own insurance department. 


Rarely in our experience has credit been refused 
solely on the grounds of inadequate insurance. Usually 
there are additional factors which place the rejection of 
the application under the heading of “poor manage- 
ment.” 


Insists Goods Be Covered 
As If Still in Warehouse 


PRESTON W. NEWSOM 
Assistant Secretary and 
Credit Manager 
Arkansas Electric Company 
Little Rock, Arkansas 





O ANALYZE completely a customer’s insurance pro- 
gram from a credit standpoint requires an amazing 
amount of work and know-how. 

It may be that only life and fire insurance is carried, 
with none of the allied lines. In this case the applicant’s 
insurance program would appear entirely inadequate. 
All of us know of case after case where there was not 
enough protection against business wrecking hazards. 


If, after thorough investigation and much thought, 
I should decide an applicant for credit had an inade- 
quate program and the circumstances and amount of 
risk warranted an immediate decision, I would insist 
that the merchandise be covered by insurance in the 
same manner as though it were still in our ware- 
houses. 


Short-term consumer credit has long been an out- 
standing factor in the progress of our American econ- 
omy. If it were not possible by means of insurance to 
remove the risk of loss, the foundation of our entire 
credit economy would be destroyed. Therefore, it is 
apparent that insurance serves a basic and universal 
human need, that of security in the value of property. 
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MY MUST PERPLEXING 
LHEUTT PRUBLEM 


A Series on Management at Work 


is the fourth leaf of a four 

leaved clover. The other leaves 
in financial credit appraisal—charac- 
ter, capacity and capital—are familiar 
to all but they can and do short- 
change a business unless upon them 
is superimposed the all-important 
protection by adequate insurance. 

A case in point: Not too long ago 
I was approached by a young, aggres- 
sive, hard working man who wanted 
to open a hardware store in a good 
sized city in lowa. His capital was 
inadequate but he appeared to have 
sufficient ability and drive to make a 
success. To get an appropriate loca- 
tion he had to purchase a brick 
veneer building which he financed by 
a loan on his home. Payments on 
both were not more than the rental 
that he would have had to pay. 

My company, as the main supplier, 
agreed to give capital support by 
financing, on a secured basis, a part 
of the original stock order. 

All the important parts of good 


A inte insurance coverage 





W. Don Eck is general credit 
manager of Paxton and Galla- 
gher Company and Western 
Wine and Liquor Company, of 
Omaha, Neb., and first vice 
president, Omaha Association 
of Credit Men. 

He formerly was credit su- 
pervisor, Federal Reserve Bank 
of Chicago; chief, Credit Divi- 
sion, War Assets Administra- 
tion, Chicago. He served two 
terms as president of the Na- 
tional Institute of Credit, Chi- 
cago Chapter. He was credit 
manager, H. D, Hudson Manu- 
facturing Company, Chicago. 

Mr. Eck attended De Paul 
University, College of Com- 
merce, Chicago. 





management were discussed with the 
customer. He reluctantly agreed to 
some. 

One provision which he objected 
to was carrying more than one-third 
the value of merchandise and fixtures 
on a 90 per cent co-insurance clause 
basis. His reasoning was that a fire 
most generally can be stopped with 
only partial loss and no interruption 
in business. He wanted no public 
liability, glass breakage or burglary 
insurance. At my insistence he did 
agree to a survey of insurance needs. 

Then it was only by force of our 
position as a main supplier partially 
financing him that he reluctantly con- 
sented to buy full 90 per cent co-in- 
surance clause policy on stock and 
fixtures, together with other needed 
coverage such as public liability, 
glass breakage and burglary. 

His first year was an outstanding 
success because a commanding loca- 
tion had been selected and because 
the owner extended the fullest of 
abilities. 

At about six months past our cus- 
tomer’s second year, he had a dev- 
astating fire with complete loss of 
building, stock and fixtures. 

The second year was three times as 
successful as the first year and four 
clerks and a bookkeeper were now 
employed. The customer had made 
good progress in reducing his debts 
and, but for meager living expenses, 
he kept all profits in the business. 

When reviewing the second year’s 
fiscal statements, I recommended 
business interruption insurance. It 
was apparent that insurance coverage 
was still the customer’s one blind 
spot. A mighty animated discussion 
followed. The insurance was pur- 
chased. 

In the months following, it was 
apparent that competition was mak- 
ing substantial inroads into our vol- 
ume of sales to this customer. 
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W. DON ECK 
General Credit Manager 


Paxton and Gallagher Company, and 
Western Wine and Liquor Company, 
Omaha 


Now the wisdom of the expanded 
coverage program paid off, for cus- 
tomer and for us. Because of ade- 
quate insurance and a good record 
he was able to rebuild with all his 
financing placed upon a new fire- 
proof building. Returns from busi- 
ness interruption insurance permitted 
the customer to hold his employees. 
Arrangements were made, on_ the 
basis of the 90 per cent co-insurance, 
that he keep all the damaged stock. 
The employees were kept busy re- 
habilitating the damaged stock while 
construction went on. They were able 
to salvage for resale 30 per cent of 
the goods. Thus there was no real 
loss on his stock. 

Bankruptcy would have followed 
had the customer purchased only the 
insurance he wanted. 

Our customer nine months after re- 
opening was setting new sales records. 

Because of his gratitude for the 
sound advice given (regarding insur- 
ance and other phases of operation) 
our company again is getting one 
hundred per cent of his business. 





is a Pe WORKING DAY 


There have been occasions, in emergencies, when men or women have worked 
around the clock for perhaps a few days. But did it ever occur to you that most 
soundly managed business concerns do have a force regularly working for them 
94 hours every day? 


That force is Insurance Protection! It works silently and unnoticed, generally in 
a safe deposit box or office safe—but from the effective date of the policy it never 
for a moment ceases to work for the insured until its term expires. 


Considered in this way, Insurance is probably the most indispensable worker an 
insured can have. Figured on a 24 hour day basis, its hourly cost is astonishingly low. 


Doesn’t this make it clear that every individual and business concern should have 
adequate protection against the risk of financial loss due to the hazards of their 
situation and operations? 


The Commercial Union-Ocean Group of Fire and Casualty Companies, one of the 
leading insurance organizations in the world, writes practically every kind of insur- 
ance except Life. Its resources are unquestioned and its reputation for just and 
prompt loss settlements is second to none. 


COMMERCIAL UNION-OCEAN GROUP 


ORGANIZED 
Commercial Union Assurance Company Ltd 
The Ocean Accident and Guarantee Corporation, Ltd 
American Central Insurance Company 
Columbia Casualty Company 
The California Insurance Company 
Union Assurance Society Ltd 
The Palatine Insurance Company Ltd 
The British General Insurance Compaiy Ltd 
The Commercial Union Fire Insurance Company 
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Producer-Carrier Cooperation Gives 


Company’s Executive Best Coverage 


By HOWARD H. HOOK 


Manager, Insurance Section 
Koppers Company, Inc., Pittsburgh 


= WAS when business con- 
cerns regarded insurance as a 
necessary but annoying detail, the 
handling of which could be delegated 
to any junior executive who seemed 
to have some spare time. Today, 
however, there is wide recognition 
of the fact that final responsibility 
for conserving the resources and 
earning power of an enterprise falls 
squarely upon the shoulders of the 
executive staff and cannot be treated 
lightly. 

The efforts of executives to rem- 
edy discrepancies in coverage and 
cost gave them new insight into the 
problems and functions of insur- 
ance management. They began to 
realize that insurance management 
involved a great deal more than 
routine purchase and examination 
of the commonly known fornis of 
indemnity policies. They learned 
that the task of fashioning, pur- 
chasing and supervising insurance 
must be entrusted to someone prop- 
erly qualified to handle that im- 
portant phase. 


Today progressive companies dele- 
gate their insurance buying and 
management to capable, well in- 
formed individuals who devote all 
or a goodly part of their time to 
this work. In some instances, special 
departments have been established. 


Understanding and Cooperation 


Effective coverage, however, does 
not necessarily derive solely from the 
concentration of insurance buying in 
one or more individuals. There must 
be a thorough understanding be- 
tween buyer and producer as to their 
respective problems and limitations. 
Furthermore, there must be cooper- 
ation and a recognition of the Golden 
Rule. 

In planning an insurance program, 
the executive charged with that 
responsibility must first analyze his 
company’s exposure to loss. In most 
instances it is imperative that he 
have an accurate record of the in- 
surable values of the company’s 
physical properties, factored to show 
these values based on present day 
replacement costs. This means not 


OW ARD H. HOOK, who 
became associated 34 years 
ago with the Koppers Com- 
pany, Inc., of Pittsburgh, is a 
graduate of Carnegie Institute 
of Technology. He has had en- 
gineering experience prior to 
and after joining Koppers. 

He has been insurance man- 
ager for the last 21 years, and 
during the first 11 years of that 
period was also manager of the 
personnel department. 

Mr. Hook is director and 
past president of the Insurance 
Buyers of Pittsburgh. 


only manufacturing plants, stores, 
warehouses and buildings of all 
kinds, but inventories of raw ma- 
terials and finished stock and circu- 
lating equipment, such as automo- 
biles, railroad cars, barges, construc- 
tion equipment. 

The ownership and operation of 
these plants and equipment not 
only will result in hazards of loss 
due to fire, lightning, explosion, 
windstorm, collision and other 
perils, but will expose the owners 
to claims from employees and the 
public for injuries or alleged in- 
juries to persons and damage to 
their property, arising out of such 
operations. The cost of litigation 
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and settlement of claims certainly 
has kept pace with other items en- 
tering into the present high cost of 
doing business. 


Having surveyed the property and 
public exposures, the insurance ex- 
ecutive should carefully examine the 
possibilities of loss to the company’s 
financial structure, such as loss of 
profits and expenses which may not 
be earned during periods of business 
interruption, losses caused by in- 
solvency of customers, and _ losses 
arising out of the infidelity of em- 
ployees or through robbery, bur- 
glary and forgery. 


This is by no means a list of the 
only insurable hazards to which a 
business is exposed. It is intended 
only as an example of the principal 
exposures. 


Broad and Flexible Coverage 


The goal of the insurance execu- 
tive should be the broadest and most 
flexible coverage he can obtain at 
reasonable cost. Each condition, 
limitation and exclusion in a policy 
destroys these features to some ex- 
tent. To as great a degree as possible, 
therefore, warranties should be eli- 
minated from insurance contracts. 
A policy form which insures all 
risks except those specifically ex- 
cluded is generally more valuable 
than one covering specified risks. 

The insurance executive must 
have a general understanding of 
the personnel, physical property, 
manufacturing, sales and financial 
operations of his company. He 
should have ready access to all 
company information he needs for 
intelligent insurance buying. He 
should have authority to accept or 
reject the proposals of broker or 
agent. 

It is fundamental that great care 
be used in the selection of a broker. 

The broker should be able to 
analyze the exposures of a business 
from personal’ observation and _ his 
interviews with the insured’s repre- 
sentative. He should have a wide 
knowledge of insurance markets, 
from which to select insurance con- 
tracts best suited to the company’s 
needs. He should be able to advise 
as to the approximate premium for 
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any risk and to obtain the insurance 
at that price or less. 

Having studied the exposure and 
agreed with the buyer as to the 
standard coverage required, the 
broker should describe to him the 
special indorsements obtainable with 
or without additional premium, as in 
the case of fire insurance, such fea- 
tures as rent coverage, molten metal 
coverage and the differences between 
the several extended coverage in- 
dorsements. 

There still are many companies 
that do not carry business interrup- 
tion insurance. One important point 
that should be kept in mind by the 
broker, whatever the type of in- 
surance under consideration, is that 
the buyer of insurance must also be 
a first class salesman in order to 
convince his company that his selec- 
tion of insurance has been necessary 
and proper and the expenditure 
justifiable. 

Some buyers look to the broker 
or agent for assistance in determin- 
ing the proper insurable value of 
their properties. This should not 
be considered a function of the 
broker, and is certainly a responsi- 
bility he will want to avoid, unless 
he represents an organization that 
includes an appraisal department, 
in which case it should operate in- 
dependently of the underwriting de- 
partment. 


With respect to property insur- 
ance, the choice of a broker is some- 
times influenced by his ability to 
provide adequate engineering and 
inspection service. His engineering 
advice can be especially valuable in 
planning new buildings and equip- 
ment in accordance with the best 
fire protective practices and with 
a view to obtaining the lowest in- 
surance rates. 

It is the practice for brokers to 
assist clients with the collection of 
their fire insurance claims. This aid 
in the case of some buyers could be 
extended to the proper preparation 
of their claim statements — quite 
valuable in business interruption in- 
surance. 

When buying public liability in- 
surance, consideration should be 
given to the marginal hazards as 
well as to the better known ex- 
posures. Some contractual expo- 
sures may be overlooked, as well as 
personal exposures such as _ libel, 
slander, false arrest, illegal re- 
straint. Malpractice protection may 
be desirable, if the company doctor 
or nurse treats non-industrial ill- 
ness or gives public first aid. 

If property is leased under terms 
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Your house will only burn once 


There is no second chance in a home fire... no time 
to wish you had remembered a few simple rules for 
preventing fires. Don’t smoke in bed... Don’t over- 
load your wiring system ... Be careful with electrical 
appliances and use cleaning fluids that don’t explode, 


DONT GAMBLE WITH FIRE... 
THE ODDS -ARE AGAINST You | 


FIRE PREVENTION WEEK: OCTOBER 5-11 


which render the lessee liable for 
damage following negligence, it 
is advisable to delete parts of the 
“care, custody and control” exclu- 
sion and increase the property dam- 
age insurance limits to fit the risk. 
Much interest has been shown, in 
the last few years, in legal fire 
liability. 

In public liability and workmen’s 
compensation coverages, many com- 
panies find it quite helpful if the 
broker or insurance carrier can make 
regular inspections of their property 
to point out unsafe working condi- 
tions and recommending means of 
overcoming them. 


Would Consolidate Coverages 

A large company, I believe, should 
consolidate its various coverages as 
much as possible in blanket or 
schedule form policies and distribute 
the different lines among several 
brokers on the basis of their ability 
to find the most advantageous mar- 
ket and best service the line. 

The broker probably should be 
able best to handle all forms of 
insurance, but fortunately for the 
little broker he sometimes develops 
a thorough knowledge of a specific 
line, which places him in a strong 
competitive position. Furthermore, 
the personal attention given by the 
small broker, if he is intelligent and 
well informed, is often very desir- 
able to the insurance executive. 

Placing all lines of insurance 
with one broker may give the brok- 
er a sense of security which is not 
always conducive to the best serv- 
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ice. Some insurance buyers en- 
deavor to counteract this by obtain- 
ing competitive bids on renewal of 
policies. This idea may boomer- 
ang unless they also have the 
courage and authority to change 
brokers when the competitive bid 
is worth while. 


The sole commodity the broker 
has for sale is service. This embraces 
advice concerning the insurable ex- 
posures to which the business may 
be subject, risks that may be avoided 
—fire protection, safety, availability 
of insurance coverage, best markets 
for insurance indicated, lowest pre- 
mium rates consistent with sound 
underwriting. He sits at the right 
hand of the buyer and while of 
necessity he is understanding and 
sympathetic to the problems of the 
carrier, he must definitely work for 
the interest of the customer. 

The buyer must recognize that 
the insurance carrier, like his own 
company, is in business for the ex- 
pressed purpose of making a fair 
and equitable profit. It is to be ex- 
pected that premiums will bear a 
proper relationship to average nor- 
mal losses. Over a reasonable period 
of time the buyer should expect his 
premiums will have been sufficient 
to provide the insurance carrier with 
a reasonable amount to cover losses, 
expenses, taxes and profit. 

Cooperation with the producer 
and carrier, in a spirit of understand- 
ing and fair dealing, undoubtedly 
will make it possible for the insur- 
ance executive to obtain his most 
effective coverage. 





ionposts in Search for Executive Talent: 
nalysis of Personal history, Tests, Scales 


By DR. SAMUEL N. STEVENS 


President, Grinnell College, and Industrial Adviser 





Management, in the interest of economy 
and profitable operation, should be quick to 
utilize every device science has developed for 
the discovery of executive 
talent, says Dr. Samuel N. 
Stevens, president of Grin- 
nell (Iowa) College and 
an authority on personnel 
analysis. He is president of 
Stevens, Thurow & Asso- 
ciates, Chicago. 

In this second and final 
installment of his article, 
Dr. Stevens discusses in de- 
tail the factors of personal history analysis 
and tests and scales in evaluation. 








I. PERSONAL HISTORY ANALYSIS 


NDIVIDUALS begin early in life to display those 
I habits and attitudes and those qualities of character 
which are essential to executive leadership. There- 
fore, the first step in the discovery of potential executives 
in any organization is an intensive study of the personal 
history background of likely candidates. The following 
factors need to be studied with great care. 
(1) Evidence of ability to do more than one thing at 
a time and so to do what is undertaken as to win 
the approval of associates. The high school record will 
show if the individual engaged in extra curricular activ- 
ities successfully and maintained academic status at the 
same time. It is not a matter of great importance what 
the extra curricular activities were, so long as they were 
social in character and required cooperation with other 
persons if they were to be successful. 


( Social recognition for demonstrated leadership 
may be found in the offices to which the individ- 
ual was elected and the honor which he received. 


(3 The period at which an individual started to make 

money is very significant. Everything else being 
equal, a desire to make money and a willingness system- 
atically to work in order to make it, is an important 
factor in separating successful and non-successful execu- 
tives. 


(4 Since capacity to verbalize and the possession of 
a good vocabulary are important criteria for 
executive success, effort should be made to find out if 
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the candidate had any experience in forensics, which in- 
clude public speaking and debate. Literary production, 
while significant, is not so important as the more per- 
suasive activities required in public address. 


(5) The nature of a person’s recreational interest 
sometimes gives an important cue to his energy 
level. Individuals interested in occupations of a recrea- 
tional nature during their growing up usually have a 
high energy level themselves and devote a great deal of 
their marginal time to the pursuit of such activities. 
(6) Constancy and continuity of interest also play 
an important role. Studies made of successful 
executives indicate that the occupational area in which 
they have achieved managerial rank was a matter of in- 
terest to them early in life. There is little fluctuation from 
a central interest area in the life history of individuals 
who have attained significance in business and industry. 
A study, therefore, of the way in which occupational 
interests first express themselves in.adolescence and are 


modified by social and educational experience through 
high school and college will be very revealing. 


We cannot expect to look for great executive 
material and find it among individuals who have 
had no central core of related interests persisting 
throughout their period of growing up. 


This does not mean that the core is composed of a 
small and very narrowly defined interest. Rather, it is 
intended that analysis should reveal a common bond 
among the many interests which social experience and 
education have produced. 


(7 From a psychological point of view, character is 

the sum total of all the decisions an individual 
has made in his lifetime. The decisive person is more 
likely to be successful in executive and administrative 
situations than the indecisive person. 


Investigation, therefore, of the way in which the 
candidate matured in regard to his decision-mak- 
ing powers will produce insights as to his decisive 
capacities as an adult. 


You never will find an individual who has been psy- 
chically and physically dependent from early adolescence 
through early maturity possessing those potentialities for 
executive leadership which most companies require. 


(8 From an ethical and moral point of view, char- 
acter may be expressed in terms of those social 
and ethical values which have conditioned the process of 
habit and attitude formation during adolescence and 
early maturity. 
Most men in positions of responsibility have 
distinct patterns of religious, moral and ethical 
training and guidance in their early backgrounds. 
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A flash of some of the many tests used in detecting executive talent 


So strong have these habits been ingrained into the 
total life of the individual that even as an adult he persists 
in identifying adult situations and their possible solu- 
tions in terms of these early childhood experiences. One 
survey of executive backgrounds made at the University 
of Michigan revealed that one of the most common d:- 
nominators in the life backgrounds of executive study 
was very strong religious and moral influence through 
home and through the church in childhood and early 
adolescence. 


(9 Studies of Who’s Who indicate that the commu- 

nity environment plays a very important role in 
the development of leadership potential in individuals. 
Men who have grown up in an environment small enough 
to be understood, more frequently achieve outstanding 
status industrially and professionally than persons com- 
ing from large cities where they have not had the ad- 
vantage of a strong sense of community. 

These nine factors may be derived from adequately 
constructed personal history blanks through planned and 
patterned interviewing and from biographical sketches 
prepared by the candidates. While not any one of them 
alone is a determinative factor in executive ability and 
leadership, all working in harmony become an almost 
surefire background for high potential ability as a leader 
in business and industry. 


ll. TESTS AND SCALES 

The next area of evaluation is through the medium of 
objective tests and carefully constructed attitude scales. 
These devices, when carefully selected and properly em- 
ployed, will enable the investigator to place the candidate 
statistically in his relative position to known quantitative 
criteria related to executive proficiency. 


The selection of test and attitude inventory ma- 
terials should be carried out under the guidance 
and supervision of an experienced psycho-tech- 
nologist who knows both the assets and the liabili- 
ties of the available testing materials. Persons who 
are unskilled in the use of these instruments 
should not use them. 

Persons who want to make proper use of such mate- 
rials should make sure that the psychological consultant 
is widely experienced in the application of these psycho- 
technical materials to business and industry. 

The analysis which follows is based on more than a 
quarter century of experience in dealing with personnel 
problems in business and industry, and is only one of 
many that have been made. The tests recommended here 
are those which the writer has found diagnostic and 
predictive. Other equally competent psychologists very 
likely would recommend other instruments which they 
have found useful. 

These areas of human ability and proficiency are sub- 
ject to measurement through the use of tests and stand- 
ardized inventory. They are the areas which research has 
revealed to be most important in the determination of 
success or failure. Regardless of what else may be done 
no testing program would be complete which does not 
get at these factors. 

(a) Mental ability. Individuals vary widely in their 
capacity to learn, remember, analyze, associate and 
imagine. Problem-solving goes on continuously at vary- 
ing levels of sophistication. Learning may be deliberate 
in the sense of memorizing, or it may be organic in the 
sense that we unconsciously pick up knowledge and skills 
through the act of living and doing. There are many 
well standardized mental ability tests. Some emphasize 
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speed and alertness in intellectual effort. Others empha- 
size intellectual power to deal with ever more difficult 
problems at the symbolic level. Still other tests attempt 
to get at both these factors through the use of materials 
of both kinds employed in one instrument. 

Regardless of the tests used, research reveals 
that there is a relation between scores made on 
such tests and level of ability to do executive and 
administrative work. 

I do not mean to imply that there is a straight line 
correlation, but I wish to make clear that above average 
mental ability is an essential for high grade executive 
and administrative performance. We do not find execu- 
tives who have fought their way to the top possessing 
mediocre mental ability. These men are quick, accurate, 
imaginative and analytical. They are to be found con- 
sistently in the upper 25 per cent of the population on 
mental ability tests. 

(b) Vocabulary. O'Connor and others have found 
that the possession of a superior vocabulary is a common 
characteristic of outstanding executives and administra- 
tors. There are many good vocabulary tests. 

(c) Social intelligence. There is a distinct difference 
between an intellectual understanding of the meaning of 
social behavior and the individual’s actual capacity to 
use this knowledge effectively in social situations. How- 
ever, without intellectual understanding trial and error 
in spontaneous social adjustment is likely to prove costly. 

(d) Organizational ability. Many persons are well 
organized. They have habits of precision. They know 
how to do many things without losing track of important 
areas. They maintain a highly integrated pattern of ac- 
tivity in spite of the pressure of persons and events. 

The good executive is one who sustains and 
unifies his associates when the going is rough and 
conflict and tension are present. He remembers 
essential detail but never is tyrannized by the ir- 
relevant or the unimportant. He organizes all the 
relevant facts in the situation and is not distracted 
by the inconsequential or marginal. 

These capacities are difficult to measure except in a 
very indirect manner. The best tests in this field are those 
which make demands on the individual for accuracy of 
judgment, rapidity of reaction, and a reliable memory 
for detail under thé tensions which can be built up by 
the nature of the test administration and the time allowed 
to complete any one sequence of problems. Studies that 
I have made show that a rather reliable index of the ex- 
ecutive’s potential ability to stay in one piece under stress 
and strain, and to do his work efficiently under these 
conditions, can be determined by such testing. 

(e) Motivation and drive. There are not many well 
standardized tests which get at these two important fac- 
tors. It is a wellknown fact that some persons are mo- 
tivated more by a desire for security than anything else. 
Others want power or prestige. Others want to do work 
which gives them an intensified experience of self reali- 
zation. 

The executive usually is a man who is egocentric 
without being an egoist. He is motivated by a de- 
sire for power and is interested in security for 
others than himself. 

Most administrators and executives have a very high 
energy level with energy output rigidly under control. 
They engage in few random motions and are not exces- 
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sively expressive in motor ways as an essential accom. 
paniment of performance. It is extremely important to 
determine how strong the drive is and how much energy 
potential a man has. 

(f) Personality. There are many personality sched. 
ules which are very good. In my own work I have found 
there are only three or four personality traits or char. 
acteristics I must know about when judging a man’s fit. 
ness for executive work. These are: 

(1) Does a man think primarily in terms of himself, 
or in terms of others? A good executive possesses those 
social and emotional habits and attitudes which enable 
him to do both these things as need requires. Executives 
are more frequently more extrovert than introvert, and 
are inclined to be more projective in social behavior than 
are technicians and research men. 

(2) A good executive is dominant without being domi- 
neering. He has the natural combination of emotional 
characteristics which enables him to assume psychic con- 
trol of any social situation and quietly give leadership to 
thought or action in the group. 

(3) Self confidence is an essential characteristic for 
executive success. Almost always this quality has a direct 
but inverse relation to level of ability. The extremely in- 
telligent man, being more aware of the variables in a 
situation, is less likely to be dogmatically self confident 
than is the individual who possesses much less mental 
ability. The truly self confident man does not brag or 
boast. Nor does he rationalize his failures by blaming 
them on others. 

The most significant social evidence that a man 
possesses self confidence is the way in which other 
persons look to him for stability and security. 

(4) Social dependence is a difficult trait to describe. 
Some persons are so highly suggestible that they are 
dependent on others for most of their conclusions and 
judgments. Such socially dependent persons are rarely 
able to stand alone or to determine for others a plan of 
action. On the other hand, some are so independent in 
their judgments that they cannot profit from the experi: 
ence and advice of other persons. 

The good executive is not found at either ex- 
treme. He is independent enough to arrive at a 
decision himself, but sufficiently receptive and 
suggestible to listen to the opinions of others with- 
out defensiveness or hostility. 

We have covered most of the areas in which testing 
seems to be profitable for discovering men with potential 
executive and administrative ability. Systematic use of 
all the methods herein suggested, including both testing 
and personal history analysis, must be supplemented by 
careful evaluational ratings from time to time. 

Young men who seem to have possibilities should be 
encouraged to know themselves fully. The results of 
analysis should be made available to them. They should 
be counseled as to their strength and their weakness. 
Programs of study and plans of work action should be 
laid out and encouraged. A broadening of business and 
industrial experience under critical guidance may contrib: 
ute much to an individual’s growth in executive ability. 

Since there are so few who have the possibilities for 
outstanding achievement as leaders, it becomes mort 
important than ever for management to use every device 
science has developed, knowing full well that the time 
required and the cost involved will justify themselves 
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Commercial Credit’s 40 Years 
Write a Romance of Finance 


Finance and credit have come a 
long way in the few decades since 
“the influential back-country banker 
had one policy: 
‘Hell, hangin’, 
calomel and 
cash,’”’ writes 
Joseph Lilly in a 
56-page work 
of two-color 
sketched art and 
economic history 
commemorating 
the fortieth an- 
niversary of the 
Commercial Credit Company. 

As a postscript to this brochure, 
titled “Helping America Buy What 
It Wants,” Alexander E. Duncan, 
chairman of the board and founder 
of the company, throws back into 
the teeth of prophets of gloom their 
mouthed forebodings, sometimes for 
political profit, that the horizons of 
America are closed and there’s no 
place for economic vision to go. 

Says Mr. Duncan: “The field of 
operations is practically unlimited,” 
and that statement comes after a ro- 
mance of finance which has seen the 
company’s net worth multiply by 
416, from $300 thousand in 1912 to 
$125 millions; its annual rate of ac- 
quisition of accounts receivable by 
700, from $4 millions to $2.75 billions, 
and this area of operation is now 
only one of the three divisions. 
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WOMEN SET RECORD 


Insurance holdings by 
women have increased $10 
billions since World War 
II, to a new record of $46 
billions, says The Royal 
Neighbor. 





Liberty Mutual Rehabilitation 
Center Gets Larger Quarters 

Favorable response to a new re- 
habilitation program, started a year 
and a half ago in Chicago, where- 
under industrial employees injured 
at work are returned to useful serv- 
ice by a combined system of physi- 
cal, occupational and_ recreational 
therapy, is prompting expansion of 
the project. 

Moving to larger quarters in Oc- 
tober is the Chicago Rehabilitation 
Center, established by the Liberty 
Mutual Insurance Company with an 
outlay of $150,000 for equipment and 
an annual operating budget of 
$100,000. More than half the 240 
cases have been rehabilitated in an 
average treatnient span of 33 days. 


MN anENNRE Ranaaee ee 


"That's the kind of report | like to see— adequate fire 
insurance, sufficient public liability limits, and A 
NATIONAL SURETY BLANKET FIDELITY BOND. 
Any concern displaying that kind of sound judgment 

rates high with me.” 








UNDERWOOD 





One of the important items to credit man- 
agers today is proper fidelity protection. 
They realize that rising costs and inability 
to meet them cause many trusted employees 
to go astray. Constant employee thefts and 
embezzlements can reach catastrophic pro- 
portions and ultimately undermine and de- 
stroy the financial structure of any business. 


The best protection is a NATIONAL SURETY 
BLANKET FIDELITY BOND with a limit suffi- 
cient to meet any contingency. There is a 
NATIONAL SURETY agent or representative 
in your city who is ready and willing to ex- 
plain this protection in more detail. 


SVE UR dae 


CORPORATION 


4 Albany Street, New York 
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Business Life Insurance and the Law 


Cross-Coverage Financing Is Soundest, Daniel J. Reidy Concludes 


NHANCED credit, improved mo- 
rale, better planning and more 
effective operation are among the 

collateral advan- 
tages which de- 
rive from life in- 
surance-funded 
business con- 
tinuation agree- 
ments, be the 
entity a sole 
proprietorship, a 
commercial or 
industrial part- 
nership, service 
type and professional partnership, or 
close corporation. 

Compared with other means of 
financing business continuation 
agreements, among them bank loans, 
payment by series of notes, chattel 
mortgages, special deposit accounts, 
and payment from future earnings 
or from surplus, Daniel J. Reidy, 
general counsel of The Guardian 
Life Insurance Company of Amer- 
ica, draws from his wealth of expe- 
rience the conclusion that the 
soundest and surest medium is busi- 
ness life insurance. 

And the financing medium indeed 
should be sound, in light of business 
birth and mortality totals for the 
seven-year period from 1944 to 1951. 
More than 3 million new firms were 





D. J. REIDY 


Predicating his discussion on the 
threefold objective of business con- 
tinuation agreements—(1) to con- 
tinue the business without inter- 
ruption after a principal’s death, 
(2) to assure the decedent’s executor 
and heirs a guaranteed market with 
just payment for the decedent’s in- 
terest, and (3) to assure the surviv- 
ing business associates of succession 
to the entire business—Mr. Reidy 
takes up in turn the four categories 
of businesses, notes outstanding 
points to be considered in drawing 
up a continuation agreement, and 
finally outlines the agreement itself, 
with the financing by business-life 
insurance. 

The Sole Proprietorship 
Agreement 

First the sole proprietorship. 
Without prior arrangements, this 
kind of business necessarily would 
be sold or liquidated on death of the 
proprietor. 

The agreement will provide that 
the estate will sell and his key 
man or key employees “will buy 
the business for a fixed or readily 
determined price,” and 

“Careful attention must be given 
to protect the rights of all inter- 
ested parties. 

“The financing clause will set 





“Business continuation agreements, when soundly conceived 
and properly financed, are a valuable contribution to the Amer- 
ican economic system, wud the soundest, surest plan of financing 
them is through the use of business life insurance.” 


DANIEL J. REIDY 








founded in the period, 600,000 in 
1946 alone (400,000 in 1950). 

The other side of the picture 
shows more than 2 million busi- 
nesses were discontinued in the sev- 
en years, with a consistently higher 
rate since 1948, says the U.S. De- 
partment of Commerce. 

“We cannot tell how many such 
firms actually died because of lack 
of foresight and planning on the part 
of principals or perhaps of lawyers,” 
says Mr. Reidy, who originally 
presented the story of “the lawyer 
and business life insurance” before 
the insurance section of the Amer- 
ican Bar Association. 


forth the amount and type of in- 
surance to be or already purchased 
with a schedule of such policies; 
who shall apply and pay for it; the 
effective control of the contracts; 
the proper disposition of the pro- 
ceeds, and provision for the pay- 
ment of any excess price over the 
value of the insurance,” says Mr. 
Reidy. 

To keep the business going until 
settlement of the estate, the owner 
agrees and confers on the purchaser 
the power to operate the business 
for the estate during such period. 
The power, to be effective after 


22 CREDIT AND FINANCIAL MANAGEMENT, Ocfober, 1952 


death, must be coupled with an in- 
terest. 


“The agreement will provide for 
termination, upon prior death, 
permanent disability, or insanity of 
the purchaser; upon termination of 
his employment agreement; bank. 
ruptcy of either party; violation of 
the agreement which impairs the 
insurance coverage.” 


Commercial, Industrial Partnership 


Possession of capital assets of 
more than nominal value distin- 
guishes the commercial or industrial 
partnership from the service or 
professional partnership, Mr. Reidy 
points out, but in both kinds the 
buy-and-sell agreements resemble, 
in general, the form and content of 
the sole proprietorship agreement 
for uninterrupted business continu- 
ance. 


Mr. Reidy suggests three meth- 
ods of application for the life in- 
surance: (1) Each partner may.ap- 
ply on his own life; (2) the part- 
nership itself may be the applicant 
for separate policies on each sur- 
vivor; and (3) cross-insurance, 
which he calls the best method, 
may be effected with each partner 
buying insurance on the others but 
never on his own life. 


Thus, partner A applies for policies 
on the lives of partners B and C; B 
applies on A and C; and C’s policy 
applications will be on the lives of 
A and B. And each of the three 
partners would buy insurance on the 
life of each of his two associates in 
an amount equal to one-half the 
agreed value of such partner’s inter- 
est in the business. 


Exceptions Prove the Rule 


As an objection to financing 
method No. 1, Mr. Reidy notes that 
each partner would be financing the 
purchase of his own interest, and 
such insurance proceeds might be 
included in his taxable estate under 
the internal revenue laws. In meth- 
od No. 2, with the partnership ap- 
plying for all the insurance with 
proceeds payable to it, the assump- 
tion is that all partners are of equal 
age, rarely the fact. 


Under the Uniform Partnership 
Act “the result might be a claim that 
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[4NIEL ]. REIDY, New 
York born and educated 
—All Hallows Institute, Co- 
lumbia College and Brooklyn 
Law School—was admitted to 
the Bar in June, 1936. 

He started with the Guardian 
Life Insurance Company of 
America in 1929, in the claim 
department, and successively 
was named special claim repre- 
sentative, assistant secretary, as- 
sistant vice president and gen- 
eral counsel. 





the insured’s business interest has 
been increased by one-third of the 
insurance proceeds paid to the 
partnership, plus one-third of the 
then present cash values in the con- 
tracts on the survivors’ lives.” 

Should the cross-insurance plan 
prove cumbersome, as when there 
are more than three or four part- 
ners, Mr. Reidy suggests that a 
“partnership purchase plan could be 
devised on an equitable basis.” 

Caution: “If the wife of the de- 
ceased B had been named as ben- 
eficiary of the contracts on B’s life 
owned by A and C, the executor and 
B’s personal creditors could right- 
fully complain. The executor could 
also refuse to transfer the business 
interest though directed to do so 
under B’s will. The wife might at- 
tempt to claim both the insurance 
and a share of the business inter- 
est. 

“On the other hand, other heirs 
might tie up such payment to the 
wife on the theory that the proceeds 
do represent payment for the busi- 
ness interest which should have 
gone to estate and been distributed 
under the provisions of the will. 
Payment directly to the widow 
might well deprive the surviving 
partner or partners of claiming the 
insurance proceeds as proper cost 
basis in later determination of 
capital gain.” This did happen in 
Legallet v. Commissioner, 41 B.T.A. 
294 (1940). 

Another warning: “The proceeds 
should not be payable directly to 
the deceased’s estate.” 

Business continuation agreements 
are enforceable, says Mr. Reidy. 


Professional and Service Partnerships 


In law partnerships and other pro- 
fessional or service partnerships, 
Mr. Reidy notes, the partners may 
agree on a valuation figure for each 
partnership interest “but realize it 

(Concluded on page 33) 


Luckily for us 2 


our safe was cracked 


When we checked over its contents 


we discovered a much larger ‘“‘hidden’’ loss 
(Typical of what could happen in any office) 


When yeggs blew our safe they gave 
it such a heavy charge that our 
accounting records came out of the 
blast in pretty bad shape. 

Our regular bookkeeper was home 
sick at the time, so we had to go 
to work ourselves on the job of 
straightening things out. That’s how 
it happened that we discovered 
some alarming discrepancies — evi- 
dence that a trusted employee had 


gotten away with thousands of 
dollars of our firm’s money. 

What made this discovery such a 
stroke of luck for us was this: we 
caught it in time. 

Our Blanket Fidelity Coverage 
was sufficient to cover the loss that 
had already occurred. But if we 
had not caught the embezzler when 
we did, we might have suffered 
heavily. 


Blanket Fidelity Coverage—‘‘Dishonesty Insurance’’—protects 
employers against financial loss caused by employee dishonesty . . . 
a not-uncommon risk in these days of sharply rising living costs and 
higher and higher taxes. It will pay you to make sure you have 
enough protection for any eventuality. 

No one can tell when a man, even a “good” man, may crack under 
temptation, a moral strain too great for him to resist — especially 
when he has access to books that can be “juggled.” 

Ask your Hartford Accident and Indemnity Agent or your insur- 
ance broker to give you full information about this necessary 
insurance. Or write us for a free descriptive booklet. 


Year in and year out you'll do well with the 





Hartford Fire Insurance Company * Hartford Accident and Indemnity Company 


Hartford Live Stock Insurance Company 
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With “Gentleman's Crime” Stealing Compames to Death, It's 


Time to Urge Blanket Fidelity Bonding 


By CHARLES S. COOPER 
Vice President 
National Surety Corporation, 
New York 
MBEZZLEMENT is increasing. 
The record of recent years, 
demonstrating growing fre- 
quency and a 
rise in average 
loss amount, is 
such that credit 
executives 
should deter- 
mine if each 
business under 
review has the 
protection of a 
fidelity bond, if 


the bond is on a 





C. S$. COOPER 
blanket basis, and if the amount 


provides adequate protection in 
event of substantial loss. 

In 1951 the problem was given 
more attention than ever before. 
Banks of all classes and commercial 
enterprises had more and _ larger 
losses than in many years. There 
were 19,855 persons arrested for the 
crimes of embezzlement and fraud. 

The Federal Bureau of Investiga- 
tion pointed out that since 1946 the 
number of embezzlements in banks 
and savings associations had in- 
creased 188 per cent. The increase 
for 1951 alone was 25 per cent. 

The Federal Deposit Insurance 
Corporation reported 608 criminal 
embezzlements last year, exceeding 
$8,000,000. This conipared with 207 
such cases in 1946. In the last six 
years the F.D.I.C. has come to the 
rescue of 19 banks; in 16 of these 
cases the difficulty resulted directly 
from embezzlements by employees. 
The F.D.1LC. report also points out 
that 702 bank officers and em- 
ployees of 496,000 persons employed 
were involved in shortages last year. 

The concern of the F.D.I.C., the 
F.B.I., state banking departments 
and bankers’ associations is well 
founded, because employee and 
officer dishonesty is now rated as 
the most general cause of bank 
failure. That bank managements 
are cognizant of the problem is 
best demonstrated by the substan- 
tial increases in the amounts of 
bonds which many banks are pur- 
chasing. 





MINIMUM BLANKET PROTECTION 


How large an amount of blanket protection is adequate in 
fidelity insurance? Writes Mr. Cooper: “An underwriter of a 
leading bonding company has given me permission to use rules 
he has designed for arriving at suggested limits.’ The amount of 
protection these rules suggest should be regarded as minimum 
limits. The following provide a good yardstick:”’ 

GROUP I—Insureds which sell services with a relatively small percentage 


of assets represented by equipment or merchandise inventory, such as real 
estate agencies, insurance companies and agencies, educational institu- 


tions, etc. 


(1) $2,000 per Class A* employee under a primary commercial 


blanket bond. 


(2) $1,500 per Class A* employee under a blanket position bond. 
GROUP IIl—Insureds which sell services with a relatively large amount of 
assets represented by equipment but with small merchandise inventory, 
such as hotels, hospitals, warehouses, theatres, contractors, publishing 


companies—5 percent of gross sales. 


GROUP IlI—Insureds engaged in the manufacture or sale of durable 
goods, such as automobile companies and dealers, automotive equipment 
companies, lumber, furniture, machinery and metal companies—5 percent 


of current assets. 


GROUP IV—Insureds engaged in handling and selling food, drug and 
chemical products—10 percent of current assets or 5 percent of gross sales. 

GROUP V—Insureds engaged in the general merchandise or wearing 
apparel business—10 percent of current assets. 


*4 Class A employee is one who as a regular part of his or her duties handles, or is 


responsible for, money or sec.trities. 





The problem of embezzlements in 
commerce and industry is even more 
serious. Assuming that all 702 dis- 
honest officers and employees of 
banks were arrested, there remained 
more than 19,000 men and women 
apprehended for embezzlements in 
other businesses. Many banks and 
commercial concerns have failed. 


Causes of “Gentleman’s Crime” 


Several months ago Dr. Donald R. 
Cressey, University of California 
sociologist, set about to prove his 
reasoning that a psychological proc- 
ess is involved, and undertook to 
investigate the cases of all trust 
violators at the Illinois State Peni- 
tentiary at Joliet. 

He found that invariably a trust- 
ed person became a trust violator 
when, and only when, he (1) 
thought he had a financial problem 
which he could not share with 
anyone; (2) saw an opportunity to 
solve his problem in secret by vio- 
lating the trust placed in him; and 
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(3) was able to justify the trust 
violation to himself without re- 
garding himself as a criminal. 


In a study of case histories made 
by a leading bonding company, 
gambling and/or drink was listed 
as the leading cause of employee dis- 
honesty among men. Living beyond 
means available ranked second. 
Among women the leading cause 
was living beyond means. 

In composite the post-war em- 
bezzler is rather different from the 
pre-war, but it still is the picture of 
a middle income white collar work- 
er. Most post-war embezzlers are 
married and have children. The 
average age is 34. Among men the 
average salary is $275 a month, 
among women $160. Most had 
worked for the same employer ap- 
proximately two years before be- 
ginning to embezzle. 

One leading accountant in Wash- 
ington, D.C., whose specialty is 
ferreting out bank losses has said 
there are two ingredients in embe?- 
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ziement. The first is temptation, 
for which he blames management, 
with poor accounting systems and 
inadequate controls. The second 
is desire which, coupled with op- 
portunity, sets the stage. 


If the concerns with which credit 
men do business appear reluctant to 
purchase blanket protection against 
employee dishonesty, it can be 
pointed out that if a business op- 
erates on a 24% per cent profit mar- 
gin it must register $4,000 in sales 
to make up for a $100 dishonesty 
loss. 


Just as no _ insurance buyer 
would purchase fire insurance on 
only one part of a building, no buyer 
should attempt to select certain em- 
ployees or certain job classifications 
to bond. Circumstances in the lives 
of employees are subject to sudden 
change, and the strictly honest em- 
ployee of today might well become 
the dishonest employee of tomorrow. 

Only through the purchase of a 
blanket bond covering all employees 
can there be assurance that com- 
plete protection has been purchased. 

A second, and very important 
consideration, is the amount of 
blanket protection adequate to 
reimburse for a catastrophic loss 
which could mean the end of the 
business itself (see opposite page). 

In the March issue of “Changing 
Times,” the Kiplinger Magazine, one 
writer stated it is estimated that loss 
approximating $500,000,000 a year 
can be traced to embezzlement and 
fraud and that actual total losses, 
both recorded and concealed, run 
five times $500,000,000. This loss 
comes out of your pocket and mine. 





—— S. COOPER, fidel- 

ity manager of National 
Surety Corporation at the home 
office in New York, was born in 
Boston and attended the Uni- 
versity of Massachusetts and 
Suffolk Law School. He entered 
the insurance business in 1927 
as an apprentice safety engi- 
neer, and has broad experience 
as a claim adjuster, underwrit- 
er, teacher, salesman, and in 
recent years, in agency and field 
work, 

In 1939 Mr. Cooper estab- 
lished offices in New York as 
sales manager of fidelity and 
burglary insurance lines. He 
joined the National Surety 
agency department in 1943, and 
was appointed to his present 
position in May, 1950. 
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Past-dues lead to 
insolvencies. Credit losses 
represent capital...and 


its earning power... 
GONE FOREVER. 


REQUENTLY, it’s just a short step from slow pay to 

insolvency. But the businessman who has protected 
his accounts receivable with American Credit Insurance 
knows that this part of his capital is as safe as “money in 
the bank.” Last year, American Credit Insurance pro- 
tected sales of over 5 billion dollars. 


Send for NEW book, «credit 


Insurance and Your Company.” Find 
| | CREDITINSURANCE J} || out why so many executives, bankers 

| and accountants consider American 
Credit Insurance an essential part of 
sound business management. Call the 
American Credit office in your city or 
write American Credit Indemnity Com- 
pany of New York, Dept. 47, First 
National Bank Bldg., Baltimore 2, Md. 


_| AND YOUR COMPANY 





protect your capital 


. - . invest in security eta 
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American “= 
Credit Insurance 


| guarantees payment of 
accounts receivable 
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OT ALL great events “cast 
their shadow before.” Besides 


the spectacular developments 
all can see, there are the progres- 
sions that have come so gradually 
that only by looking back do we 
realize something revolutionary has 
taken place. 


While our scientists and engineers, 
postwar and in the current urgency, 
have made a record of accomplish- 
ment never before paralleled in such 
a short time, in building construc- 
tion and materials discovery, it is to 
be expected that “the rate of acci- 
dents and fire loss experiences will 
become proportionately responsive,” 
says Lewis A. Vincent, general man- 
ager of the National Board of Fire 
Underwriters. 


With all the implications—and 


NEW WAZA 


certainly the increased necessity of 
adequate insurance is one of them 
—“we must use more thoroughly 
and intelligently our specialized 
skills to correct, eliminate and 
guard against unsafe conditions, 
and unsafe practices,” he warns. 





GEORGE G. TRAVER (left), manager of the public relations department of 
The National Board of Fire Underwriters, discussing a program with LEWIS 
A. VINCENT, general manager, who comments on construction changes, 


DS UY CONSTRUCTION 


Pressures for the authorization of 
lightweight building materials, the 
trend “toward erection of buildings 
of tremendously large areas,” the 
development of composite materials 
made up in part of combustible con- 
stituents, the prospect of an over- 
population problem—all are pitted 








Ten Directions of Technological Strides 
That Challenge Research and Coverage 


Ten directions of technological development cited by Mr. 
Vincent as challenges to engineering and research talent for a 
program for safety to life and property: 


(1) Vast expansion of trans- 
mission pipelines for high pressure 
natural gas and bulk chemicals; 

(2) Safeguarding of stockpile 
and warehouse quantities of critical 
raw materials; 

(3) Storage and handling of 
rocket and jet fuel components and 
their mixtures; 

(4) Improved fire detection and 
protection measures for industrial 
operations, typified by the growing 
petrochemicals, plastics and phar- 
maceutical industries (the chemical 
industry now stands fifth in total 
national production) ; 

(5) Traffic routing and plan- 
ning for intermediate handling and 
storage of dangerous cargo; 


(6) Production and utilization 
of liquefied gases at industrial 
sites; 

(7) Protection of communica- 
tion systems, including radar and 
isolated television microwave sta- 
tions; 

(8) Safeguarding’ cyclotrons, 
betatrons and other high-energy 
atomic power machinery; 

(9) Industrialization of farm- 
ing, with gaseous fertilizers, de- 
weeding with petroleum gas flame 
sources, pest control through mass 
fumigation and insecticidal fog- 
ging; and 

(10) Prime consideration of 
fire safety in operation of aircraft 
and airport buildings. 


A changing world of rapid progress for production and dis- 
tribution, but also a startling demand for safety—and protection 


by insurance. 
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against research for the improve- 
ment of safety device and methods 
of detection of fire. 

“The race between increasing fire 
hazards and protection to neutralize 
the increase,” says Mr. Vincent, “re- 
sembles the classic contest between 
the increasing penetration power of 
projectiles and the increasing resis- 
tance of armor plate. Without the 
parallel development of protection 
for new and unusual fire hazards, 
many industries could not operate.” 

Greatly expanded uses of light- 
weight aggregates in plaster and 
concrete seem certain, Mr. Vincent 
believes. “The use of perlite, ver- 
miculite and other lightweight ag- 
gregates, in place of sand in plaster 
or in place of stone or other usual 
coarse aggregates in concrete, pro- 
duces both a material saving in 
weight of the construction and an 
improvement in the fire resistance 
of the assembly. 

“Lightweight metals, including 
aluminum and magnesium, probably 
will have increased uses for the trim 
or exterior surfacing of buildings, 
and aluminum sheets for siding and 
roofing of many buildings.” 

But what of lighter exterior 
walls and lighter fire walls? Look 
to your insurance coverage! “Ex- 
pect lighter weight materials in 
building construction to reduce 
cost.” But “fire walls long have 
been thought of as requiring a high 
degree of stability under fire condi- 
tions,” resistance of 8 to 12 or more 
hours. “It appears there will be 
greatly increased use of wall as- 
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semblies which have only the mini- 
mum 2 to 4 hours resistance rating. 

“We may expect inadequate at- 
tention to or lack of recognition of 
the necessity that such walls have 
the ability to stand in place through 
the complete burnout of the build- 
ing on either side.” 


Now, in the interest of construc- 
tion with lowered labor cost, there 
already are many “new and unusual 
construction materials, many of 
them composites made up in part of 
combustible constituents.” These in- 
clude, for example, roof slabs made 
of wood chips or excelsior impreg- 
nated and bonded with Portland 
cement mortar, also roofing and sid- 
ing materials of the sandwich type in 
which a thin noncombustible ma- 
terial is applied to both sides of a 
thicker combustible material. 

On the other hand, Mr. Vincent 
foresees more efficient use of water 
for fire extinguishment, evinced by 
current studies of the use of spray 





EWIS A, VINCENT attend- 
ed school in California, 
studied at Wesleyan University, 
Middletown, Conn., and is a 
West Point graduate. 

He joined the National 
Board’s engineering staff in 
Chicago in 1929 and became 
general manager in 1950. 





or fog, from hose lines or sprinklers, 
“and maybe using surface tension 
reducers.” 

Against the trend toward lessened 
fire protection structurally there are 
the refinements in automatic detec- 
tion of fire, “hitherto almost entirely 
by thermal means,” now optically 
and by detection of the ionization of 
air caused by the presence of flame. 

“The dual role of our industrial 
production for civilian and military 
use must be safeguarded against any 
potential upset due to fire and ex- 
plosion,” he declares. That industry 
has been taking steps is seen, he 
notes, in the fact that with $7 bil- 
lions expenditure annually on new 
construction, $1 to $2 billions are 
being spent for safe occupancy, eco- 
nomic production and storage of 
goods. 

Mr. Vincent notes the contribu- 
tion to responsible living and a safe 
economy by the technical commit- 
tees of the National Fire Protection 
Association and the newly organized 
Society of Fire Protection Engineers. 
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More Cash 


bolting your 
\usiness Wack? 





Commercial Credit offers a quick 


practical solution if you can use 


$25,000 or a MILLION or more. 


F A 25% to 50% increase in cash working capital will help 

I operate your business more efficiently and profitably . . . if 
you need assurance that these extra funds will be available to 
you as needed (for months or years) .. . get in touch with 
ComMERCIAL CREDIT now. 
Funds available within 3 to 5 days. No securities to sell. No 
new partners. No interference with ownership, management, 
profits. No preliminary costs. CoMMERCIAL CREDIT’s one 
reasonable charge is tax deductible. 


Let us send you facts. See why American industry is using over 
HALF A BILLION of our cash annually for working capital 
purposes. Write or wire the nearest CoMMERCIAL CREDIT sub- 
sidiary office below and say, “Send me information about plan 
offered in Credit £9 Financial Management.” 


Capital and Surplus Over $125,000,000 
COMMERCIAL CREDIT COMPANY 


BALTIMORE 2, MARYLAND 


COMMERCIAL FINANCING SUBSIDIARIES: Baltimore 1 = New York 17 
Chicago 6 ® Los Angeles 14 ® San Francisco 6 . . . and other financing 
offices in principal cities of the United States and Canada. 
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By URBAN M. LELLI 


Secretary 


The Phoenix Connecticut Group of Insurance Companies 
Business Development Department, Chicago 


very long without intelligent 
handling of your every-day op- 
erations. 

The same acu- 
men is necessary 
in arranging a 
program of pro- 
tection against 
loss or damage 
from the many 
hazards to which 
i your property is 

ad . exposed. This 

U. M. LELLI involves a com- 
plete analysis of exposure and an 
inventory of existing insurance to 
determine if the policies measure 
up to your requirements. This is 
known as an “Insurance Survey.” 

A complete survey is an exact de- 
termination of a firm’s or individu- 
al’s insurance needs. It involves an 
inspection and a detailed study of 
all exposures with recommenda- 
tions for new forms of protection, 
necessary corrections, and reduc- 
tions or elimination of coverages 
not needed. The objectives are: 


Vere COULD not stay in business 





(1) Protection of capital struc- 
ture; 

(2) Adequacy of existing insur- 
ance; 

(3) Uninsured exposures; 


(4) Definite plan for immediate 
and future requirements; 

(5) Facilitation of potential loss 
adjustments. 

The written insurance survey, 
permitting you to study your entire 
insurance problem at one time, is 
available from any competent agent. 

The survey has been indorsed by 
large buyers of insurance and many 
trade associations. A large national 
association found that the survey 
brought better protection with less 
cost. 

It is not uncommon to find a 
number of policies issued by vari- 
ous agents insuring the same prop- 





erty against the same hazards with 
no two having all the same inswr. 
ing conditions. 


The five objectives require you 


full cooperation. Delegate to an ex.% 


ecutive the responsibility of initiat. 
ing and maintaining an adequate ip. 
surance program and _  adequat 
safety protection. Select a compe. 
tent insurance agent to rende 
trained assistance and arrange a 
interview in your premises. Be 4 
frank with him as with your docto 
or lawyer. Omit nothing. This firs 
step in a survey must be conscien. 
tiously handled. 

The capable agent will bring with 
him a modern fact finder to hel 
determine all physical and financial 
exposures. Conditions of lease, 
sidetrack agreements, easements, 
power contracts and similar agree. 
ments should be reviewed at this 


OMPLETE SURVEY 


time. Allow time for detailed dis- 
cussions. 

Inspection of the property by 
you and the agent cannot be over 
emphasized. Often it will uncov- 
er changes made in the buildings, 
equipment, machinery or operations 
that will void some policies or 
change their rates. 

All facts established, your agent 
should be given the existing policies 
for checking. 

Your agent should recommend the 
kind of insurance he would carry i 
he were the client. 

If it is necessary to place your in- 
surance with more than one agent, 
designate one as a supervisor who 
will check policies purchased from 
other agents and maintain your pro- 
gram. 

The survey and your operations 





The credit manager is the insurance buyer in a vast number 
of America’s industrial and business enterprises. Therefore, in 
this exclusive article on the Insurance Survey, addressed to 
Management, Mr. Lelli is writing directly to credit executives 
as well as other top managers who represent such a large propor- 
tion of the readership of Credit and Financial Management. 

After stating the five objectives of the Survey, Mr. Lelli takes 
you step by step over the entire field, explaining what to look 
for and how to find it. He shows by case history the costliness 
of incomplete checkup before the purchase of insurance, the 
fallacies of duplicate coverage, the economy of proper evalua- 


tion of exposure. 
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RBAN M. LELLI has been 

with The Phoenix-Con- 
necticut Group of Insurance 
Companies 40 years. He served 
them in Missouri, North and 
South Dakota, Oklahoma and 
Illinois as agency supervisor in 
the field. Then in December of 
1929 he opened the Business 
Development Department in 
Chicago for the middlewestern. 
states. 

Mr. Lelli, secretary of the 
Group, has addressed many 
civic and insurance meetings. 
He is on the faculty of the Chi- 
cago Board of Underwriters 
and the Insurance Institute of 
Illinois. 





should be reviewed at least once 
ayear with your supervising agent. 

All findings and recommendations 
are delivered in a loose-leaf binder. 
Arrange for sufficient time for you 
and your agent to review together 
the changes recommended. The con- 
tracts, their benefits and restrictions 
and the principal features will be 
accurately and simply explained. 
The loss prevention and fire rate 
engineering section will be of great 
value. The binder will contain a 
complete insurance record and 
policy expiration calendar. 

Rather startling conditions have 
been brought to light by insurance 
surveys and also unfortunately at 
time of loss. 

A number of years ago the in- 
surance companies broadened their 
fre policy covering on contents of 
buildings as follows: 

“The liability of this company for 
loss to books of account, drawings, 
card index systems and other rec- 
ords shall not exceed the cost of 


blank books, blank pages, or other 
materials, plus the actual cost of 
labor in transcribing or copying 
said records.” 

For some firms this extension is 
quite important as proved by a re- 
cent fire suffered by a midwestern 
manufacturing company. The fire 
insurance had been written blanket 
over buildings and contents. 

The office building, detached from 
the factory, was destroyed, with its 
contents, but without damage to 
other property. 

During the preparation of data 
for proof of loss, the value of rec- 
ords was included and _ totaled 
$88,000 in the office building and 
$10,000 in the factory, a grand total 
of $98,000. This value was not con- 
sidered at the time of purchasing 
insurance. 


Approximately $50,000 of this 
value represented original records 
with no duplicates, which there- 
fore could not be transcribed or 
copied and consequently were not 
covered under the extension of the 
fire policies hereinbefore quoted. 


In addition to this sum the manu- 
facturer was penalized by the appli- 
cation of the coinsurance clause for 
the amount of deficiency. 

The need of proper evaluation of 
exposure was demonstrated by the 
1951 flood in Kansas and Missouri. 
Unprotected property valued in the 
millions of dollars in freight cars 
was submerged. 

A recent survey of a large mer- 
cantile establishment developed a 
most serious exposure overlooked 
for years. Management’s policy was 
to insure fully all catastrophe pos- 
sibilities. The officer in charge of 
insurance indicated he was follow- 
ing the policy. An analysis devel- 
oped accounts receivable in excess 
of $1 million. The records of ac- 
counts, kept in one room, were not 
protected by insurance. 








TEN SERVICES AGENTS STAND READY TO RENDER GRATIS 


An uninsured loss usually results in poor public relationship 
for the insurance business, says Mr. Lelli. The insurance com- 
panies urge all property owners to have their exposures prop- 
erly analyzed ‘and surveyed. There are many intelligent and 
conscientious agents willing to render gratis these services, 


among them: 


(1) Check on policy warranties; (2,) Values; (3) Premiums, 
rate, analysis; (4) Assistance at time of claim; (5) Audit ex- 
aminations; (6) Bond service; (7) Loss prevention service; 
(8) Advice on new forms of insurance; (9) Prior notice of 
expiring policies; and (10) Keeping your insurance survey up 


to date. 


— 
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How much does 
a Pension Plan 


Cost? 


There’s no easy answer to that one. 
It depends on too many variables 

. on the company concerned 
and benefits sought . . . on the age 
of employees, the type of plan. 


But you don’t need an actuary 
to point out that increased income 
from any pension fund automat- 
ically means lower costs or greater 
benefits—and sometimes both! 


So perhaps that explains the in- 
creasing attraction of trusteed 
plans for so many companies... 
why many of them have come to 
us for help in realizing a more 
satisfactory. return on their in- 
vested funds. 


Not that we’re pension plan 
experts ... 


Or trust fund administrators, 
either. 


But over the years, our Research 
Department has been asked to 
pass on the merits of thousands of 
different portfolios... 

To comment on_ individual 
securities ... 


To make sensible suggestions 
aimed at increasing yield—with- 
out impairing stability. 

As a matter of policy, we make 
no charge for this service, either. 
If you’d like to know what we 
think of any portfolio that inter- 
ests you, just write—in confidence 
of course—to John F. Sullivan, 
Partner— 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 101 Cities 














It’s Important to Insure Ability to Keep Gomg 


Business Interruption Coverage 


Credit-Wise Don’t Forget, Case Histories Show 


By FRED G. GEDELMAN 


Superintendent of Agencies 
Fireman’s Fund Group, Chicago 


66QPAVE YOU Forgotten Any- 
thing?” That sign in hotel 
rooms might also be an ap- 
propriate precaution in making a 
credit analysis. 

Seldom does one question the ad- 
visability of providing insurance for 
the physical assets because without 
it the financial statement would not 
mean very much, if assets were lost, 
damaged or destroyed by some un- 
expected peril or catastrophe. These 
assets also would lose much or all 
their value if the concern suddenly 
ceased doing business. It follows di- 
rectly then that not only should the 
assets be insured but it is equally 
important that the ability to- keep 
going be properly insured. 


To put it another way, insurance 
covering the physical assets of a 
concern guarantee the existence of 
property dollars or dollars which 
represent the value of property, 
but it is just as important that in- 
surance be provided to guarantee 
the existence of expense and profit 
dollars; that is, dollars which rep- 
resent the necessary expenses and 
profit of a business. 


Business interruption insurance 
indemnifies for the loss of the ex- 
pense or profit dollars and, when 
properly written and for sufficient 
amounts, is designed to do for the 
business what the business would 
have done for itself had the property 
not been damaged or destroyed. The 
requirements of business interrup- 
tion insurance frequently are under- 
estimated when insurance is pur- 
chased, and oftentimes future in- 
creased activity, increased prices 
and other fluctuations in general 
business conditions result in an in- 
adequate business interruption in- 
surance program. 

For this reason, when analyzing 
an insurance program to determine 
if a satisfactory financial statement 
could be made after a severe loss 
by fire or wind or other catastrophe, 
a very thorough analysis of the busi- 
ness interruption insurance should 


be made, to be sure that it has been 
written in the proper amount, that 
the correct form has been used, and 
that it provides the kind of protec- 
tion a going concern should have. 
A comprehensive insurance survey 
requires thorough understanding of 
the business operations and the de- 
sign of a program that will fit the 
needs. While many printed forms 
are used, it frequently is necessary 
to design a special form for a par- 
ticular type of operation. Seldom 
is it sufficient to take a printed form, 
put it on a policy, write an amount 
of insurance and expect it to do what 






FRED G. GEDELMAN 


the business would have done for 
itself had there been no property 
loss or damage. 

There are two essential ingredients 
to business interruption insurance. 

The first is that the named insured 
have an insurable interest in the 
property. Stated simply, an insur- 
able interest exists when an insured 
has such relations with respect to 
property that, on the basis of legal 
right, he has reasonable expectation 
of benefit from its continued exist- 
ence, or of loss or liability from its 
damage or destruction. 


The standard fire insurance pol- 
icy, in use in practically all states, 
limits the liability of the insurance 
company to “not more than the in- 
terest of the insured.” If an insur- 
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able interest can be established on 
the basis of the aforegiven defini. 
tion, then it is easy to see that, 
insofar as business interruption js 
concerned, it should not be neces. 
sary to own property in order to 
have an insurable interest. 


The second essential ingredient to 
business interruption insurance js 
that it is a time element coverage, 
The loss is measured by a period of 
time, and this period begins with the 
date of the damage to or destruction 
of the insured property, and contin- 
ues as long as the property cannot 
be used for the purpose intended, or 
cannot be used to produce the 
normal or expected expense and 
profits dollars. 

While a lessee does not own the 
building, certainly he has an in- 
surable interest and if the lessee also 
leases fixtures, machinery, equip- 
ment or furniture, he also has an 
insurable interest in this personal 
property. This is commonly termed 
a “use interest,” and the use interest 
of both personal and real property 
is generally considered to be per- 
sonal property itself. 


User May Have Liability Interest 


The occupant or user of property 
also may have a liability interest in 
the property, if he may be liable 
for loss from damage or destruction 
to other persons or property, as 4 
result of his use of it. 

The user of electric power has an 
interest in the power plant which 
furnishes electricity to his plant be- 
cause, if the power plant were dam- 
aged or destroyed and could not 
provide electric power so that oper- 
ations would have to be shut down 
or suspended, there could be a |oss 
of income. 

The machine shop has an interest 
in the physical property of the 
foundry because it is dependent 
upon the output of castings for its 
own continued existence. 

The foundry has an interest in 
the physical property of the ma- 
chine shop because if the foundry 
cannot sell castings to the shop, it 
loses a market. 

Thus the interruption of business 
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sometimes extends far beyond the 
property actually damaged or de- 
stroyed. 


Another feature to watch is some- 
times referred to as a_ business 
bottleneck, frequently found in many 
types of business operations, not 
only mercantile but manufacturing. 
For example: a bake oven in a 
bakery is a necessity, and $100 dam- 
age to a vital part of the oven could 
very easily result in many thousands 
of dollars of business interruption 
loss. 


A moderate property damage loss 
to a few small parts in a paper 
making machine put an entire paper 
plant out of business for several 
months. 


A $100,000 property damage loss 
recently resulted when a brick 
smokestack blew down and crashed 
through the roof and several floors 
of a plant. In addition there was 
a Substantial business interruption 
loss because the boilers and power 
plant could not be operated at ca- 
pacity until the smokestack was re- 
built. 


A very substantial business in- 
terruption loss was caused to a 
theater when it was compelled to 
shut down for several months even 
though the theater building and 
equipment were not damaged at all. 
The entrance was through an arcade 
building, severely damaged by fire. 


A rather famous eastern restau- 
rant sustained a substantial business 
interruption loss because of a fire 
on the premises which did relatively 
small fire damage but resulted in a 
substantial amount of smoke damage 
to walls and ceiling. In this restau- 
rant were some hand painted murals 
which, it was claimed, brought many 
customers. An artist took many 
weeks repainting the murals. 


A biological laboratory was de- 
pendent upon a number of specially 
bred rats for the production of 
serums. When these rats were de- 
stroyed this phase of the labora- 
tory’s operations was shut down 
until nature took its course and 
anew supply of rats was produced. 


Conveying Equipment Bottleneck 


_ Frequently, conveying equipment 
ina manufacturing plant is a bottle- 
neck. Without the normal operation 
of conveyors and cranes, entire 
plants have been shut down. Fleets 
of automobiles also are sometimes 
bottlenecks as in dairies or bakeries. 
Some woodworking plants are 
tependent on air-dried seasoned 
lumber; if this raw stock on the 





4 
Am completing the fire 
protection engineering 
course at Illinois Institute of 
Technology in 1929, Mr. Ged- 
elman was engaged in Fire In- 
surance Rating Bureau engi- 
neering work for several years 
and later was employed as en- 
gineer for a large general 

agency in Chicago. 

He later traveled several 
midwestern states as state agent 
for the Fireman’s Fund Group. 
For the last five years Mr. Ged- 
elman has been superintendent 
of agencies for these companies. 





premises is suddenly damaged or 
destroyed, the entire plant could be 
inoperative for years, while the raw 
stock is being reconditioned. 

A small fire in a pumping station 
or explosion—damage to a water 
supply line—could render a manu- 
facturing plant inoperative. 

A metalworking plant had prop- 
erty damage loss of $150,000, but the 
plant was shut down for 102 days 
and the loss of income was more 
than $2,000 a day in continuing ex- 
penses and profit. 

At a rubber factory the property 
damage loss approximated $650,000, 
the business interruption loss, $1,- 
250,000. The insuring of these busi- 
ness interruption losses or the guar- 
anteeing of the expense and profit 


dollars in many cases is much more 
important than the insuring of the 
physical assets or the physical prop- 
erty, because the business interrup- 
tion loss might exceed by far the 
property damage loss. This is par- 
ticularly true in plants where there 
are bottlenecks. 

The Safe Manufacturers Associ- 
ation conducted a study of the ex- 
perience of many different kinds of 
businesses involved in fires, princi- 
pally to emphasize the need of ade- 
quate protection for records and, of 
course, to promote the sale of fire 
resistive safes and vaults. One hun- 
dred cases were selected at random 
from the association’s fire record file 
covering almost a decade. 

The association then asked a na- 
tionally known credit organization 
to compile credit histories of those 
businesses for five years prior to 
the fires and including the time 
elapsed since. The analysis involved 
a broad range of business from a 
$2,500,000 manufacturer to a cross- 
roads store. The findings follow: 

(1) 43% did not resume busi- 
ness or were out of business within 
six months; 

(2) 14% suffered a reduction of 
30% to 6624% in their credit rat- 
ings; 

(3) 17% who had furnished fi- 
nancial statements could no longer 
do so; 

(4) 26% were unaffected as to 
credit rating. 


Since nearly one-half failed or 
(Concluded on page 33) 





Do You K 


Coinsurance can save you money ? 


Stated simply, coinsurance provides that the insured, for 


a substantial reduction in cost, carry insurance equal 


to a certain percentage of the value of the property 


covered. A more detailed explanation of how the 


money - saving coinsurance clause works will be sent 


you on ae 


wm GROUP OF 





The Phoenix Insurance Co. 
Hartford, Connecticut 
The Connecticut Fire Insurance Co. 
Hartford, Connecticut 
Equitable Fire & Marine Insurance Co, 
Providence, Rhode Island 


Minneapolis Fire & Marine Insurance Co. 


Minneapolis, Minnesota 





Send for it today ! 


[PHOENIX CONNECTICUT 


INSURANCE COMPANIES 
Executive Offices: 52 Woodland Street, Hartford 15, Connecticut 


Time Tried and Fire Tested 


The Central States Fire Insurance Co. 
Wichita, Kansas 


Atlantic Fire Insurance Co. 
Raleigh, North Carolina 
Great Eastern Fire Insurance Co. 
White Plains, New York 


Reliance Insurance Co. of Canada 
Montreal, P. Q. nada 
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THESE OFFICERS are directing operations of the Cincinnati 
Association of Credit Men for the new year: (l. to r.) Harry W. 
Voss, secretary-manager; F, M. Hulbert, Procter & Gamble, 
president (who succeeds C. W. Dickhaut of Hyde Park Clothes, 
Inc.); M. H. Anderson, Graybar Electric Co., vice president; 
and Thomas Cortright, Diebold Co., treasurer (since resigned on 
transfer to Boston as Diebold branch manager). (Cincinnati 
Times-Star photo.) 


R. L. GALLOWAY 


When we find situations which indicate inadequate 
protection against fire or liability, we call these mat- 
ters to the attention of the customers. Again, when 
we are visiting customers’ places of business, insurance 
protection is frequently a topic of conversation, as is 
any unusual condition which might represent a busi- 
ness hazard. 


(Begun on page 10) 


Finally, in a booklet we prepared for customers’ 
use under the title “The Importance of Record Keep- 
ing and Financial Control,” we list the various types 
of business hazards, and indicate the importance of 
obtaining protection against them. 


The kinds and amounts of insurance protection 
needed may depend upon a number of factors, but the 
principle involved and its importance are certainly 
known to all of us engaged in credit work. 

We undoubtedly can improve our methods of ob- 
taining information as to our customers’ insurance 
protection, and follow up more closely those whose 
protection appears inadequate. 

In the Association, perhaps we should promote the 
idea of periodic insurance audits. 


W. LeROY HOUSE 


risk of loss resulting from delay and expense in re- 
opening after a fire. This burden could close the 
business permanently. 


(Begun on page 11) 


The nationwide movement toward compulsory LIABIL- 
ITY INSURANCE on motor vehicles and the enactment of 
safety responsibility laws by the many states are making 
us conscious of the appalling losses suffered from motor 
vehicle accidents. 


Another aid to business quite often overlooked is KEY 
MAN INSURANCE. This life insurance protection of the 
company, for the smaller business in particular, is an 
assurance to the credit man that unexpected demise of 
the key man will not result in total loss of the account. 

The insurance program should be consistent with the 
needs and capital of the organization involved, and the 
credit manager can render a genuine service to cus- 
tomers by his counsel. 
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BIOGRAPHIES OF THE COMMENTATORS 


THEoporE B. Bacon, since 1949 credit manager of the Ape 
Electrical Manufacturing Co., Cleveland, was previously 
with Firestone Tire & Rubber Co. as a district and the, 
division credit manager, and before that held a distric 
credit managership for B. F. Goodrich Rubber Co. He is, 
graduate of the University of Buffalo (N.Y.) and a directo: 
of The Cleveland Association of Credit Men. 


R. Lynn Gattoway, credit manager at Kodak Office, Ro. 
chester N.Y., has been with the Eastman Kodak Company 
since 1931, starting in the training system in the Eastmay 
Kodak Stores, Cleveland. He is a member of the Ro. 
chester Chamber of Commerce; Rochester Association of 
Credit Men, Inc.; past president, Rochester Credit Men’ 
Service Corporation; chairman, National Publications and 
Sales Committee of the National Association of Credit Men: 
member of board, Credit Bureau of Rochester. 








E. W. Hittman, secretary-treasurer, The Federal Glass Co, 
Columbus, was educated in business college, I.C.S., Black- 
stone Institute and Duquesne University. In 1916 he joind 
The Doubleday-Hill Electric Co., Pittsburgh, as auditor, 
advanced to vice president and treasurer. Under new 
interests he continued as treasurer until he became asso- 
ciated with Federal Glass as assistant treasurer. He was 
promoted to treasurer, later secretary-treasurer and mem- 
ber of the board. He has served as a director of the 
Columbus Chamber of Commerce and the National Asso- 
ciation of Credit Men. He now is president of the Colun- 
bus Credit Association. 













W. LeRoy Howse, credit manager, The Electric Supply 
Company, Atlanta, is a graduate of the University o 
Georgia, Atlanta Division, where he received the univer- 
sity’s first B.B.A. degree in credit management. Mr. House 
is treasurer of the Georgia Association of Credit Manage- 
ment, Inc. and a member of the National Credit Education 
Committee. 









Auttan J. MacNiven has been credit manager of Westvaco 
Chemical Division, Food Machinery & Chemical Corp, 
since 1948. Member of the New York Credit and Finan- 
cial Management Association, he is chairman of the asso- 
ciation’s Chemical and Allied Industries Division. 






a: 






Wayne W. Meyers, credit and office manager of the Meyers- 
Taube Co. of Fargo, N.D. and the subsidiary Lyle Meyers 
Co. of Watertown, S.D., is the 1952-3 president of the 
Fargo-Moorhead Association of Credit Men. Before his 
military service, he was in the accounting department of 
International Harvester Co. 








Preston Newsom, assistant secretary and credit manager of 
the Arkansas Electric Co., Little Rock, is a graduate of 
the Arkansas Law School and a member of the Bar of 
that state. 







T. Douctas Oxrorp, credit manager and assistant treasure! 
of General Shoe Corp., Nashville, was credit manager o 
J. K. Orr Shoe Co., Atlanta, Ga. when General Shoe pur- 
chased the company. He is a graduate of the Nationa 
Institute of Credit and attended Georgia Tech., where he 
became instructor in credits and collections in evening 
classes. Mr. Oxford is president of the Nashville Asso- 
ciation of Credit Men. 









FrANK P. RussELL, credit manager, Charles Ilfeld Co., Albu- 
querque, is a graduate of Wichita University in Kansas. 
He was chairman of the Tri-State (Albuquerque, N.M) 
Credit Association in 1949. 







W. F. Scuroer, assistant treasurer, John Fabick Tractor C0. 
St. Louis, is a graduate of St. Louis University, school of 
commerce and finance, and of the graduate school of 
banking, Rutgers University. He was president of the 
St. Louis Association of Credit Men in 1947-8. 
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INSURANCE AND TAXES 


Under a binding agree- 
ment in a commercial part- 
nership, with a fair and 
reasonable valuation for- 
mula and funded by cross- 
insurance paid for by the 
other partners but not by 
the insured, the following 
conclusions, from a legal 
standpoint, are presented 
by D. J. Reidy (see p. 22): 

(1) The insurance pro- 
ceeds when received are not 
taxable income to the sur- 
viving partners. The pre- 
miums they have paid are 
not deductible as a_ busi- 
ness expense (also true in 
a suggested stock purchase 
agreement ). 

(2) When the surviving 
partners buy the policies 
held on their lives by the 
deceased, the purchase is 
not a taxable transfer, as it 
is an exception to the rule. 

(3) The insured’s estate 
will not be taxed on the in- 
surance. The agreed value 
received for the partner- 
ship is the taxable item. 

(4) Precluded is the pos- 
sibility of a later increased 
capital gains tax. 





REIDY 


is not too large.” They then “can 
add the further stipulation concern- 
ing the right of the estate to also 
share in future earnings.” 

Business life insurance, he em- 
phasizes, “can be used to good ad- 
vantage under either of these 
plans.” .Cross-ownership insurance 
solves the problem of cash for pur- 
chase. 


(Begun on page 22) 


The Close Corporation Coverage 


With estimates that two-thirds of 
American business corporations are 
tose corporations with 10 or fewer 
stockholders, these folk and their 
lamilies “ean face serious financial 
ifficulties,” and so can the corpora- 
tion, if a market for the stock is not 
teadily available. Here again, Mr. 
Reidy says, cross-insurance does 
accomplish continuance of operation. 
The price agreed upon, provided 
represents a fair value, will be 
accepted by the Bureau of Internal 


Revenue, he adds, in determining 
the value of the estate for tax pur- 
poses, if the agreement binds all 
parties during lifetime to a required 
first offer at the agreed price, and 
upon death to sell only to the others. 
While attorneys are advised to 
study the state’s statutes on allow- 
ing corporations to purchase their 
own shares, Mr. Reidy concludes 
that “a decided judicial and statu- 
tory trend during the last 20 years 
has definitely broadened the view 
that such purchases are legal.” 


GEDELMAN 


were out of business within six 
months it was determined that the 
factors causing these fatalities and 
losses were: 


(Begun on page 30) 


(1) Under-insurance 
cases) ; 

(2) Destruction of vital records 
or no business interruption insur- 
ance. 


(a few 


These statistics prove that, in ad- 
dition to the property loss by fire 
or other insurable peril, every busi- 
ness is subject to loss of business 
income and profit which might seri- 
ously interfere with its operations 
as a going concern. 

Classifying the causes of business 
failures for 12 months ending in 1951, 
another national organization re- 
ported that 44 per cent of the total 
business failures caused by fire, 
flood, burglary, employees’ fraud 
and strike were from the fires. Many 
of these failures could have been 
avoided with the proper insurance 
protection, and all caused by fire 
could have been averted with com- 
plete property damage and business 
interruption coverage. Without an 
adequate business interruption in- 
surance program, the financial state- 
ment of a going concern should be 
rewritten on the basis of a concern 
in liquidation, and a financial state- 
ment of this kind seldom makes at- 
tractive reading to establish credit. 


Bannister with Cities Service 
Russell G. Bannister, credit man- 
ager, Cities Service Oil Company, 
Philadelphia, who was the subject 
of a page feature in the National 
Petroleum News, as noted in the 
CFM August issue, had been di- 
vision credit manager of Socony- 
Vacuum Oil Company, Philadelphia, 
before becoming treasurer and credit 


manager of Petrol Corporation of © 


Philadelphia, later taken over by 
Cities Service. 





FOR GREATEST BENEFIT 


Surveys have shown that 
four out of five readers of 
Credit & Financial Manage- 
ment have responsibility in 
the insurance protection of 
their company. All credit 
executives are or should be 
interested in the insurance 
protection of their custom- 
ers as a means of additional 
security to their receivables 
and future profitable dis- 
tribution. 


Share this special issue 
of Credit & Financial Man- 
agement with other asso- 
ciates who may have part 
or all of the responsibility 
of insurance protection in 
your concern. 








Reflective Sheeting for Trucks 

THE USE OF REFLECTIVE sheeting to 
outline vehicles in the dark may re- 
duce traffic accidents at night, a 
survey by a graduate student at 
Ohio State College indicates. 


Just 2 Hands 


COLLATE 
3,500 SHEETS 


AN HOUR with 





GATHERING RACKS 


If your office assembles inter-office 
communications, sorts papers, or col- 
lates bulletin pages—you can save 
time, money and labor. 


Evans GATHERING RACKS are 
GUARANTEED to produce quicker and 
more accurate results than any other 
collating aid on the market. 


Worker stands or sits, collating stead- 
ily without fatigue. Racks are all alumi- 
num, each section holding 500 sheets 
of paper at inclined angle. Racks col- 
lapse for setting aside. 


SHOWN: Two 6-Section DU Racks at $14.00 
each. 7 Others, $11.00 to $25.00 


See Your Dealer or Write: 
EVANS SPECIALTY CO., INC. 
413 N. Munford St., Richmond 20, Va. 
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KEEPING INFORMED 


1001 EmsezzLers—Post War. U.S. 

Fidelity & Guaranty Company, 
Calvert & Redwood St., Baltimore, 
Md. A study in defalcations in busi- 
ness 1947, 1948, and 1949, covering 
1001 claims which arose under fidel- 
ity bonds issued originally by that 
company. Findings are drawn from 
case histories to prove it is impos- 
sible to predict with certainty the 
future actions of any man. Charts 
included are of particular interest. 
Free. 


FINANCING THE Home—A _ booklet 

which thoroughly examines meth- 
ods of home financing, describes the 
various types of mortgage (FHA, 
VA, package loan and constant pay- 
ment plan) and construction loans, 
and describes the procedure for ap- 
plying for a loan. This will help 
prospective home owners estimate 
the amount they can afford to spend. 
12 pp. Price 10c. Small Homes Coun- 
cil, University of Illinois, Urbana, 
Til. 


12 Porters THat Leap TO PRo- 

MOTION—An art-of-working book- 
let for distribution to the personnel 
of departments where accuracy, in- 
itiative and resourcefulness are es- 
pecially important. Usable ideas for 
improving management - employee 
relationships. 16 pp. Single copies 
' 30c postpaid. The Updegraff Press, 
Ltd., Scarsdale, N.Y. 


Informative reports, pam- 
phlets, circulars, etc., which may 
be of interest to you. Please 
write directly to the publisher 
for them. CREDIT AND FINAN- 
CIAL MANAGEMENT does not 
have copies available. 


CREDIT MEN! 


Now Make More Money In 
Your Work With Legal 
Training 


The law-trained man has 
the advantage every time! 

. Prepare yourself now 
for greater income, suc- 
cess and leadership— 
through Blackstone's 
study-at-home Law course. Easy-to-follow in- 
structions. Course includes 16 vol. Law Library. 
Low tuition. Easy payments. LL.B. Degree. Send 
for FREE book, "The Law-Trained Man"— 
TODAY! 


Blackstone College of Law 


Dept. 537, 225 N. Michigan Ave. Chicago |, Ill. 
A Correspondence Institution Since 1890 


STUDY 


aN 


AT HOME 
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Guides to Improved Executive Operation 


To expedite receiving these 
booklets, please address all in- 
quiries concerning’ Efficiency 
Tips to CREDIT “ND FINAN- 
CIAL MANAGEMENT, 33 So. 
i St., Room 1538, Chicago 


EFFICIENCY TIPS 


234 — Addressograph - Multigraph 
Corporation has a new booklet, 
MULTIGRAPH METHODS FOR INSTALL- 
MENT LOAN REcORD WRITING, ex- 
plaining that while a small loan busi- 
ness can be profitable to a bank, an 
accurate, simple, low-cost record 
writing procedure is important to 
make it so. Then is shown, with dia- 
grams, the system devised for pre- 
paring coupon books, ledger cards 
and file cards, with one typing. Ask 
for Bulletin No. 84M. 


v 


235—Paper Manufacturers Company 
has issued a comparison bulletin list- 
ing various grades of known brands 
of gummed paper and giving the cor- 
responding grades or nearest to it 
in their line, THe PrErFEcTION. Only 
white gummed papers are included. 


v 


241—“Automatic” Sprinkler Corpor- 
ation of America offers THE ABC or 
FrrE PROTECTION covering methods 
of eliminating every type of fire 
hazard, and discussing the economic 
factors involved, as well as 10-point 
fire protection. 
v 


236—Diebold, Inc., will send Ap- 
PROVED PLAN FOR RECORD SURVIVAL, a 
comprehensive book showing indi- 
vidual plans set up by American 
businesses to prevent the destruction 
of records in an atomic attack. The 
book was prepared to help all busi- 
ness men evaluate their record- 
survival problems. Ask for Techni- 
cal Manual 851. 
v 


237—Metropolitan Life Insurance 
Company has prepared a_ booklet, 
How’s Your Drivinc? to help you 
increase the pleasure and safety of 
your motoring. It. contains many 
practical comments and suggestions 
on how to drive with the least 
amount of worry and trouble. Book- 
let 752-S. 
Vv 


238—Autographic Register Com- 
pany, in a new booklet, describes 
DurocraPHic CARBON, a self-renew- 
ing carbon for its autographic regis- 
ters. 















BOOK REVIEWS 


Luioyn’s. By C. E. Golding and D, 

King-Page, McGraw-Hill Book 
Company, 330 West 42nd St., New 
York 36, N.Y. Price $4.50. 


+ Much has been written about the 
historical side of the great institu. 
tion known as Lloyd’s, London. This 
book’s purpose is to set out in detail 
the manner in which business is 
transacted, its unique setup and how 
it operates today. 

Evolving from a small group al- 
most solely concerned with marine 
insurance, the development into a 
huge organization whose members 
write nearly all forms of insurance 
makes for fascinating reading. Many 
phases are covered: how Lloyd's 
serves shipping and other major in- 
dustries of the world at large; the 
position of underwriters and brokers, 
and how they work; practices and 
kinds of business conducted at 
Lloyd’s; its claims procedure; the 
many services it renders, and the 
facilities organized by Lloyd’s dur- 
ing the Second World War. 

The authors, each with 50 years 
of insurance background, have done 
an excellent job in presenting the 
behind-the-scenes story of a world- 
famous insurance institution. 
















































NATIONAL Fire Cones. Vol. II, Pre- 
vention and Control of Dust Ex- 
plosions. Sixth Edition. Price $3. 
National Fire Protection Associa- 
tion, 60 Batterymarch St., Boston 
10, Mass. 


+ New and revised fire codes 
adopted at the 1951 and 1952 annual 
meetings of the National Fire Pro- 
tection Association are incorporated 
in the 1952 edition. Besides a new 
code for the prevention of dust ex- 
plosions in confectionery manufac- 
turing plants and an augmented list 
of dust explosions, there are exter- 
sive revisions in the codes for flow 
and feed mills, terminal grain eleva- 
tors, and woodworking plants; re 
visions in the codes for aluminum 
bronze powder, coal pneumatit 
cleaning plants, country grain eleva- 
tors, magnesium powder or dust, 
pulverizing systems for sugar and 
cocoa, and spice grinding plants. 








Books reviewed or mentioned 
in these columns are not avail- 
able from CREDIT AND FINAN- 
CIAL MANAGEMENT unless 80 
indicated. Please order from 
your book store or direct from 
the publisher. 
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Modernizing for Office Efficienc 


introducing new office equipment and systems to effect economies in 
labor and costs, as well as to speed production of essential office work 





An Easy Way to Open Mail 
The new DOALL Letter Opener, 


manufactured by the Buckens 
Manufacturing Company, 134 Sey- 
mour Ave., Stratford, Conn., is 
called ideal for the smaller offices 
where the volume of mail does not 
require a large, expensive machine. 
Letters containing checks, money- 
orders or currency may be opened 
quickly and neatly without damage 
to contents. The unit is manually- 
operated, with a lever-control pre- 
cision-ground, lifetime-steel cutting 
blade. Shavings fall into a concealed 
removable tray. Since the unit 
weighs only a little over a pound, 
it may be tucked away in a drawer 
when not in use. The Letter Opener 
is in gray or green hammertone 
finish to harmonize with most mod- 
ern office furniture, and has rubber 
feet to protect the desk from 
scratches. 


Duplicates in Five Colors 

A new liquid process duplicator 
that will produce anything typed, 
written, drawn or printed on one 
master, in as many as five colors, all 
at one time, has been announced by 
Hectographia Corporation, 110 West 
l7th St., New York 11, N.Y. No ink, 
gelatine or stencils are used. The 
manufacturers say copies can be 





made at the rate of more than 100 a 
minute, with 500 sharp copies made 
from one master. Features include 
automatic liquid feed, adjustable 
pressure control and a single turn 
for speed. Model AF No. 51 prints 
from postcard size to full 8144” x 14”. 
The manufacturer will send you 
more details and price. 


Time-Saving Adding Machine 

A low-cost, precision-performance 
adding machine, the Smith-Corona, 
is now available through L. C. Smith 
& Corona Typewriters, Inc., 701 E. 
Washington, Syracuse, N.Y. The 
machine has time-saving 


many 





features such as clear signal auto- 
matically printed with the first item 
added; extra “carry over” in the 
total; column clear key, and the 
entire keyboard cleared by a flick of 
an “error” key; decimal point and 
comma for accurate reading; handle 
and “total” keys together eliminat- 
ing an extra stroke. The machine is 
especially adapted for smaller offices, 
to simplify handling ledger accounts, 
tax reports, bank accounts, invoices, 
payrolls and inventories. 


Network Dictation Facilitated 


The new Peirce Network Dicta- 
tion is said by the manufacturer, 
Peirce Dictation Systems, 1328 Sher- 
man Ave., Evanston, Ill., to solve 
the problem of group or occasional 
low-volume dictators, through shar- 
ing the equipment, as it permits dic- 


When writing to the makers of 
these products please mention 


that you read about them in 


CREDIT AND FINANCIAL 
MANAGEMENT. 








tation from a number of desks into 
a single recorder. The one dictating 
picks up the phone instrument on 
his desk. Instant delivery is made to 
the recorder for immediate typing. 
One recorder and one stenographer 
can handle dictation from a group. 
No one else can listen in, dictate or 
interrupt, and a _ signal indicates 
when the line is busy. Dictation sta- 
tions with.complete remote control 
on the desk-set require no special 
training to operate and only simple 
installation. The number of stations 
which can be incorporated is limited 
only by the dictation load. 


New Precision Typewriter 

Royal Typewriter Company, Inc., 
2 Park Ave., New York, has intro- 
duced a new precision-built type- 
writer, Model HH, with several in- 
novations. The “Magic” Tabulator is 
said to give the secretary the ad- 
vantage of both finger and palm 
tabulation without moving the hands 
from guide key positions. By the use 
of carriage control, tension of the 
carriage to suit the job can be ad- 
justed by an indicating dial on the 
left side of the typewriter. An extra 
key may be added at no extra cost 
with any combination of five char- 
acters, or at a slight charge any per- 
sonalized symbol. “Magic” margin 
simplifies setting and locking. 


acme wt 
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Three new assistant treasurers 
took office September 1st at United 
States Steel Corporation, of which 
Max D. Howell is vice president and 
treasurer. Howarp E. IsHam, assist- 
ant executive vice president of the 
United States Steel Company, be- 
came assistant treasurer of United 
States Steel Corporation with gen- 





W. H. LANG 





J. E. HILL 


R. W. HYDE 


eral administrative authority. WiL- 
L1AM H. Langs, assistant treasurer of 
United States Steel Company, is as- 
sistant corporation treasurer han- 
dling corporate finance matters. 
JOHN E. HIt, assistant to the presi- 
dent of United States Steel Export 
Company, became assistant corpora- 
tion treasurer in charge of foreign 
finance and credit activities. Ran- 
DOLPH W. Hype, treasurer, United 
States Steel Company, and director 
of The Credit Association of West- 
ern Pennsylvania, is now in charge 
of all matters of credit for domestic 
operating divisions and subsidiary 
firms. 


Wieert H. Routrr, vice president, 
secretary and treasurer of Enro 
Shirt Company, Louisville, a wholly 
owned subsidiary of Wilson Broth- 
ers, Chicago, has been elected presi- 
dent and director of Wilson Brothers, 
succeeding Morris K. Witson, re- 
tired. 


Harry FALKENBERG was named 
secretary and controller and GEorGE 
R. Winter treasurer, of A. M. Castle 
and Company, Chicago. 
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UP THE EXECUTIVE LADDER 


H. H. BuNcHMaN, treasurer, Crane 
Company, Chicago, has been given 
the new title of vice president and 
treasurer. F. F. Exxiort, formerly 
vice president in charge of branches, 
was appointed to the newly created 
post of senior vice president in 
charge of sales, and Georce L. 
Erwin, Jr., formerly manager of the 
jobber products department, was 
made vice president in charge of 
heating sales. 


Paut E. Georce succeeds F. J. 
Lescu, retired, as credit and office 
manager at Columbian Rope Com- 
pany, Rome, N.Y. He also handles 
the legal aspects of patents, trade- 
marks, government contracts, insur- 
ance and continues as advisor in the 
industrial relations field. Previous to 
joining Columbian Rope, 1943, Mr. 
George practiced law and account- 
ing in Indiana, and prior to that he 
was with the Library of Congress 
in Washington, D.C. He has A.B. 
and LL.B. degrees from George 
Washington University and a C.S.B. 
degree in accounting from Benjamin 
Franklin University. 


Rexrorp E. Bruno, a veteran of 
12 years in the financial administra- 
tion of United Air Lines, Chicago, 
has been elected controller, succeed- 
ing Carroll E. Blanchar, who re- 
signed August Ist, to become associ- 
ated with Roddis Plywood Company. 
Mr. Bruno is a graduate of the Uni- 
versity of Illinois, joined United as 
an accountant in 1940 and has served 
supervisory posts in San Francisco 
end Chicago. 


GILBERT E. ErtcKson has been pro- 
moted to assistant secretary of the 
Life, Accident and Group Claim De- 
partment of The Travelers Insurance 
Company, Hartford, Conn. Associ- 
ated with Travelers since 1928, Mr. 
Erickson has served in the claim de- 
partment in Minneapolis, resident 
investigator at Madison, Wis., ex- 
aminer at the Hartford home office, 
handled special claim work in con- 
nection with the construction of the 
Pan-American Highway and was an 
adjuster in Burbank and _ Los 
Angeles. He was a member of the 
Investigation Section of the Provost 
Marshal’s Department during World 
War II. Mr. Erickson received his 
AB. and LL.B. degrees from the 
University of Minnesota. 








Francis R. LAnpAvu has been ap- 
pointed vice president of Standard 
Factors Corporation, New York, in 
charge of the company’s factoring 
department. He had been associated 
with Crompton Richmond Company, 
and until recently was president and 
director of Hamilton Factors Corpo- 
ration. Mr. Landau has served with 
the National Association of Credit 
Men, with the New York Credit and 
Financial Management Association 
as executive chairman of the Uptown 
Credit Group, director of the Na- 
tional Federation of Textiles and 
director of the New York Credit 
Men’s Adjustment Bureau. 


W. J. Jmes, formerly New York 
credit manager for Crosley Dis- 
tributing Corporation, has _ been 
transferred to the Cincinnati head- 
quarters as national credit manager. 
Crosley is a subsidiary of Avco 
Manufacturing Corporation. While 
in New York, Mr. Jiles took an 
active part in the New York Credit 
and Financial Management Associ- 
ation and was chairman of the 
Electrical, Radio and Allied Indus- 
tries Credit Group. 





CHARLES MACK 


G. E. ERICKSON 


Cartes Mack has been named 
credit manager for the Golden West 
Appliance Distributors, Inc., a sub- 
sidiary of Admiral Television, Los 
Angeles, Calif. Mr. Mack formerly 
was.an assistant to Henry Soucek, 
executive officer of Herbert H. Horn, 
Inc. 
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CREDIT MANAGEMENT 


Highlighting News Activities—National, Regional, Local 





{4 Dartmouth Graduates Home with Diplomas 
And Awards—And How They Worked for Them! 


Graduate School of Credit and 

Financial Management. No won- 
der that by the end of the first week 
seventeen students already had reg- 
istered and paid up for the 1953 sum- 
mer session (and, we were told, six 
for next year at the fledgling Stan- 
ford school, both under joint spon- 
sorship of the National Association 
of Credit Men). 

Dartmouth has everything. Facul- 
ty members who know their subjects 
and pedagogy (they don’t always go 
together). A student body of high- 
sighted business men and women 


| Graduate sen the Dartmouth 


STUDENTS TAKE OVER AT DART- 
MOUTH. Leading the discussion in this 
class of Dr. T. G. Spates is Harry A. 
Lombard, treasurer, Burroughs Adding 
Machine Co., Detroit. Clockwise from fore- 
ground are: Garnett Carter, vice presi- 
dent, Fulton National Bank, Atlanta; Har- 
ald C. H. Rasmussen, credit manager, The 
Emerson Drug Co., Baltimore; Howard 
W. Meider, assistant secretary, Dravo 
Corp., Pittsburgh; Joseph S. Rhyne, re- 
8ional credit manager, Bigelow-Sanford 





A listing of the 44 seniors 
at the Dartmouth Graduate 
School who received diplo- 
mas and executive awards 
will appear in the Novem- 
ber issue. 





(two women among the graduating 
class), all contributing of their own 
experiences, as well as receiving, in 
the classroom. A compact physical 
setup, with most classes in Amos 





rs 


Carpet Co., Inc., Chicago; Dr. Spates; Mr. 
Lombard (at blackboard); Jesse A. 
Swaney, credit manager, Harris Seybold 
Co., Cleveland; Francis T. Knouss, credit 
analyst, Bethlehem Steel Corp., Bethlehem, 
Pa.; N. Gilbert Krause, assistant credit 
manager, Minneapolis-Honeywell Regu- 
lator Co.; Walter B. Morrison, credit 
manager, Stetson Shoe Co., South Wey- 
mouth, Mass.; and Edward T. Dickey, 
credit representative, Weirton Steel Co., 
Steubenville, Ohio. 


Tuck Hall, a few across the campus 
street in Thayer (Engineering), a 
three-minute walk to either from the 
dormitories, and a stimulating hike 
to Hanover Inn for meals. A back- 
ground of New Hampshire’s best 
hills. And, above all, a working fel- 
lowship that talked-ate-breathed 
credit and management (I was cer- 
tain my roommate was placing 
earned income dollars in a balance 
sheet in his sleep—or was I?) 

Came a‘moment of concern when 
I first entered my room and beheld a 
pair of lacrosse rackets; that’s rugged 
stuff. Roommate Ed Waters (assist- 
ant treasurer, The Rourke-Eno 
Paper Company, Hartford, Conn.) 
explained that Dartmouth had been 
his college—and everyone knows 
they go in for strenuous sports. 


Barnum Sets Goal for Freshmen 


There were plenty of evidences of 
near-jitters, not all confined to 
“freshmen,” over ability to make the 
grade. Orrin E. Barnum, assistant 
director, set us 
right Sunday 
night before the 
sixth annual ses- 
sion opened. 

After greetings 
from Edward T. 
Chamberlain, 
executive officer 
of Dartmouth 
College, and Na- 
thaniel G. Bur- 
leigh, acting dean of Tuck School, 
and deserved kudos to Henry H. 
Heimann, N.A.C.M. executive vice 
president, and to Dr. Carl D. Smith, 
director of education for the 
N.A.C.M. and executive director of 
its graduate schools, “Barney” pre- 
sented a message to the Class of 1954 
that will be long remembered, in the 
name of the alumni association, other 
classes and the committee on admin- 
istration. (Continued on next page) 





O. E. BARNUM 
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The speaker placed before the stu- 
dents open-minded acceptance of an 
opportunity for new thoughts and 
ideas, a matching of wits in frank 
discussion “with some of the best 
business brains and talent in the 
country,” the obligation to “con- 
tribute of your knowledge and ex- 
perience,” opportunity to “regain the 
heights of perspective and under- 
standing,” widen horizons and “im- 
prove your company, fellow em- 
ployee and fellow man;” renew con- 
fidence through “the thrill of finding 
your accomplishments recognized by 
the faculty and others,” and, finally, 
“enjoy the luxury of academic life” 
and the stimulation of associations. 


Then the Classwork Begins 


And so to classes. But first a word of 
explanation. Ours was a very short 
course, a sort of kangaroo course in 
which we’d make two classes in one 
hour with two hops, with the help of 
Edwin H. MacArthur, associate director. 
The looks of surprise when we’d apolo- 
getically tiptoe out of a first-year class 
at half period (“Couldn’t take it?” 
commented Dr. Louis O. Foster) was 
matched only by the amazement regis- 
tered on entering a senior classroom a 
minute later. But we did cover the 
credit front. 


In no two classes did the faculty mem- 
ber have the same approach, but in 
every class the student participation was 
pronounced. Differences of opinion were 
frequent, added knowledge inevitable. 
In one case history, from the book, the 
student’s presentation was so convincing 
that the professor, summing up, said he 
was inclined to change his conclusion 
and accept the student’s. 


Skits by class members introduced 
the first-year hour of Robert K. Green- 
leaf, personnel staff executive, Ameri- 
can Telephone and Telegraph Company, 
New York City. Four types of super- 
visors were presented, with a foreman 


ety OEACE VALET 
i HACKS 


Costumers, Ward- 
robe Racks, Locker 
Racks and Check 



















An Answer fo every 
Wraps Problem 


Welded steel Yalet Racks keep 
wraps dry, aired and “in 
press”...end unsanitary 
locker room conditions 

.. Save floor space—fit 
in anywhere... standard 
in all strictly modern 
offices, factories, hotels, 
clubs, schools, churches, 

€ institutions 

Nive) OF wherever 

there is a wraps 

} | problem. 





“ei 
Write for Catalog No. 130 
VOGEL - PETERSON CO. 


624 So. Michigan Ave., Chicago 5, Ill 
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First Secretary-Manager 
To Graduate Is Meredith 

First secretary-manager of a 
state association in N.A.C.M. 
to receive a diploma in com- 
pletion of the three-year Grad- 
uate School of Credit and Fi- 
nancial Management at Dart- 
mouth College is Dudley R. 
Meredith of Pittsburgh, secre- 
tary and executive manager of 
the Credit Association of West- 
ern Pennsylvania. 

Six executives of Pittsburgh 
companies were in the graduat- 
ing class. 








on the carpet in an overtime problem. 
There were the hardboiled supervisor, 
the laissez-faire type, the benevolent 
one, and the democratic leader. As the 
irresolute foreman was Bill Anton, 
credit manager, The Master Builders 
Company, Cleveland. Supervisors in- 
cluded Rudy Bigda, controller, F. W. 
Sickles Division, General Instrument 
Corporation, Chicopee, Mass.; Lloyd 
Riford, Jr., assistant credit manager, 
Beacon Milling Company, Cayuga, N.Y.; 
and Jim Obenhoff, credit manager, 
New York Division, Shell Oil Company, 
New York. 

We heard the questions and answers 
popping in the financial management 
class (second year) of John Griswold, 
professor of finance, Tuck School of 
Business Administration. Frequent at- 
tempts to use the blackboard didn’t get 
much farther than “Earned Surplus” 
at left, “Capital Surplus” at right and 
a subdivision or two. A lively discus- 
sion was waged over the adequacy of 
key man insurance in business inter- 
ruption coverage. 


And Then Comes the Coffee Hour 


So to the coffee hour (15 minutes) 
and a chat with Raymond Rodgers, pro- 
fessor of banking, New York University 
graduate school, on the U.S. Treasury 
vs. Federal Reserve Bank issue and 
Congressman Wright Patman’s_ sub- 
committee, while Director Smith 
dunked ‘his doughnut in true New 
England mode. 

Necessarily by lecture, with exposi- 
tion by blackboard graphs, was the 
modus operandi in the credit manage- 
ment class (first year) of Leonard 
Marks, Jr., assistant professor in 
finance, Harvard Graduate School of 
Business Administration. Few busi- 
nesses actually know their break-even 
point; if the analysis of variable and 
fixed costs and income is wrong, the 
company gets below the break-even, 
“and that’s where the credit man 
comes in,” the class concluded in a 
study of a garage sale financial state- 
ment. 


The seniors in the money and banking 
class were having it hot and heavy with 
Mr. Rodgers, and how they all liked that 
give-and-take! We thought of tom 
guns, and when he clapped his han 
in accompaniment to his “Understand” 
we recalled “hit the trench” days. “Only 
the good sense of the public and the 
banks has averted the widespread infla 
tion that could be now,” he said. “Out 
credit standing is the cornerstone of 
our banking structure.” 


It was quite in line with the tempo 
of the hour that it closed with a fervent 
soliloquy by Chet Potts, credit manager, 
Berger Mfg. Div., Republic Steel Com- 
pany, Canton, Ohio. 

Dr. W. Arthur Cullman of Ohio State 
University, whom we also heard in the 
afternoon in extra-curricular exposi- 
tion of the McGuire Fair Trade Act 
and basing point problems, started his 
second-year marketing class with out- 
line and lecture of facilitation of credit 
extension, standardized simplification 
and types of storage. Somehow the 
price of peas, frozen versus fresh, kept 
bobbing up in the discussion. 

Then over the way to Thayer Hall 
and a financial seminar for seniors led 
by Dr. Arthur W. Upgren of Minne- 
sota “U” school of business administra- 
tion. Never have we seen a professor 
whip newspapers about so _ expedi- 
tiously for quotations of prices and 
other news; perhaps that’s why he has 
been associate editor of the Minne- 
apolis Star. Production is the important 
thing, not the deflation of the dollar, 
he emphasized. 


And Always Those “Bull Sessions” 


Afternoons were turned over to dis- 
cussion groups, swimming in the college 
pool, hikes—and “skull sessions;” eve- 
nings to special events, seminars—and 


more “bull sessions.” 


Merryle Stanley Rukeyser, financial | 


and economic columnist, addressed the 
conference the first night. 


There was that annual faculty panel 
on “The Short and Long Range of Eco- 
nomic Outlook,” and the verbal gunning 
was at both ranges. With Dr. Smith 
chairman, Mr. Heimann was the first 
speaker—and the first of rapidly shifting 
targets. Participating also were Dr. 
Rodgers, Chapin Hoskins, chairman of 
the trustees, Institute for Trend Re- 
search, Hopkinton, N.H., and Dr. 
Upgren. 


And the Freshmen Party, with Dr 
Foster and Dr. Rodgers flashing the 
repartee rapiers, then the Students 
Night, individuals of faculty and stu- 
dent body alike in line of fire. 

But—back to work! 

We almost had an argument in an 
opening hour class of Earle C. Brunet, 
of Rogers, Slade & Hill, management 
consultants, New York. Executive lead- 
ership was the topic, and seniors were 
taking turns at the blackboard eliciting 
points for development of a problem on 
“how to.get more recognition of the 
credit department from management.’ 
We protested that the credit depart 
ment is a part of management, that top 
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They Studied and Taught Credit and Financial Management at Dartmouth 
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management was meant. Dr. Cullman 
told us afterward he too regretted an 
argument did not ensue. 

Over to Thayer Hall and the man- 
agement policies course of Dr. Michael 
J. Jucius, professor of business organi- 
zation at Ohio State. Out of the many 
seeming differences of opinion on effec- 
tive discipline of subordinates, with 
Dr. Jucius’ guidance the class agreed 
that fundamentally there are two con- 
flicting principles of uniform versus 
individual handling, and the two must 
be balanced. 


Case Histories Set the Stage 
Followed a case history session on 


® credit management, under Frederick S. 
Morton, associate professor of business 


and economics, Davidson College in 
North Carolina; another case history 
discussion, this in financial manage- 
ment, with Dr. Foster presenting what 
could be a credo for all credit opera- 
tion: “Let’s not arrive at any conclu- 
sions until we have all the facts.” 

A return to the seniors with Dr. 
Hoskins, and more case histories, with 
student leaders at the blackboard and 
confidential data of companies, in 
analyses of economics and _ business 
conditions. 

Another eye-opening day of classes 
ended with a perfect demonstration of 
the value of placing student leadership 
of discussion in the hands of credit 
men from the fields represented by the 
tases. We were attending a credit man- 
agement seminar. In charge was Dr. 
Thomas S. Spates, Yale University de- 
partment of industrial administration. 
The study was of a personnel problem 
a newspaper plant and concerned 
the purchase of a new press. Leading 
the discussion was Jesse A. Swaney, 
edit manager, Harris-Seybold Com- 
pany, Cleveland. He knew the answers! 

We noted among the students two 
ttesidents of state associations. In the 
ftaduating class: Raymond A. Pear, 


credit manager, The Pfaudler Company, 
Rochester; “frosh,” Eugene W. Walrath, 
credit manager, John Deere Plow Com- 
pany, Syracuse. 

Forty-four seniors received their 
diplomas and executive awards at the 
graduation exercises. And did they 
earn them! E.A.R. 


Claims Charged to Areas 
Where Autos Are Garaged 

In rating auto accidents, those 
involving visiting motorists are 
charged against the territory where 
the cars are garaged, not where the 
mishap takes place, says the Na- 
tional Bureau of Casualty Under- 
writers. So if an autoist from 
Oskapodunk has an accident in New 
York, the cost of paying claims is 
charged against the claims record of 
Oskapodunk, Califinois. 

Says William Leslie, general man- 
ager of the Bureau: “Motorists in 
any given territory pay only the rate 
they have created by their driving 
record or by tolerating unjust court 
awards, exorbitant repair charges, 
or lax enforcement of traffic laws.” 


F. S. Knight Dies at 79 


The death of Fred Samuel Knight, 
79, in Brattleboro, Vt., followed 50 
years of service with the Dunham 
Bros. Company. Mr. Knight, who 
was credit manager when a long 
illness forced his retirement, had 
joined the company as temporary 
clerk in the Bellows Falls retail 
store, transferring to Brattleboro in 
1893. On the death of C. W. Dunham 


in 1910 Mr. Knight was named as-. 


sistant credit manager, advancing to 
credit manager nine years later. He 
retired in 1946. 





Boston Institute Hears Everberg 

Carl B. Everberg, attorney at Wo- 
burn, Mass., and assistant professor 
of law, Boston University, presented 
a forecast of laws regarding credits 
at the first meeting of the Boston 
chapter, National Institute of Credit, 
under the leadership of Harley 
Blake, the new president. 
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COMING EVENTS ON ASSOCIATION CALENDARS 





Los ANGELES, CALIFORNIA 
October 8-11 


N.A.C.M. Secretary-Managers 
(Western Division) Conference 


Cuicaco, ILLINOIS 
October 13-15 


American Petroleum Credit Confer- 
ence of N.A.C.M. 


Crepar Rapips, Iowa 

October 15-17 

Tri-State Conference of Credit and 
Financial Managers, comprising 
Iowa, Nebraska and South Dakota 


St. Louis, Missouri 

October 15-18 

Annual Quad-State Conference of 
Credit and Financial Managers 
comprising Missouri, Kansas, 
Oklahoma and Southern Illinois 


Atiantic Crry, New JERSEY 

October 16-18 

Tri-State Conference of Credit Ex- 
ecutives, comprising New Jersey, 


New York and Eastern Pennsyl- 
vania 








Two Valuable Publications 
for 
CREDIT 
EXECUTIVES 


These and other timely studies are available to 
N.A.C.M. members while the limited supply 
lasts: 

Bond Protection to Material 
Suppliers in Extending Credit 
to Customers 





Price $5.00 
Summarizes the highlights of Federal and 
State bond laws with specifications and 
requirements. 


Field Warehousing 

Price $5.00 
Provides a working knowledge of field ware- 
housing for the credit executive to provide 
guidance and counsel to his company or his 
customers on its use. 


Send your order today fo: 


Crepit RESEARCH FOUNDATION 
Room 800—229 Fourth Avenue 
New York 3, N. Y. 
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KNOXVILLE, TENNESSEE 
October 20-21 


Annual South Eastern Credit Con- 
ference, covering Arkansas, Loui- 
siana, Virginia, Tennessee, North 
and South Carolina, Alabama, 
Georgia and Florida 


Cuicaco, ILLINOIS 
October 22 
Annual Illinois Credit Conference 


SPRINGFIELD, Mass. 

October 22-23 

Annual New England District Credit 
Conference, covering Connecticut, 
Rhode Island, Massachusetts, 
Maine, New Hampshire and Ver- 
mont 


YOuNGSTOWN, OHIO 

October 24-25 

Annual Ohio Valley Regional Credit 
Conference, covering Ohio, West- 
ern Pennsylvania and West Vir- 
ginia 

Kansas City, Mo. 

October 31, Nov. 1-2 


Midwest Credit Women’s Conference 


Et Paso, TEXAS 
November 7-9 
Annual South Western Credit Con- 


ference, covering Texas and New 
Mexico 


Santa Fe, New Mexico 
November 10, 11, 12 


N.A.C.M. Board of Directors 


PORTLAND, OREGON 
March 18-20, 1953 
Pacific Northwest Credit Confer- 


ence, covering Oregon, Washing- 
ton and Idaho 


MOonrtTREAL, QUE., CANADA 
May 14-16, 1953 


National Conference of Local Asso- 
ciation Secretary-Managers 


MONTREAL, QUE., CANADA 
May 17-21, 1953 


57th Annual Credit Congress and 
N.A.C.M. Convention 


WINNIPEG, MAn., CANADA 
September 18-19, 1953 


Annual North Central Credit Con- 
ference covering Minnesota, North 
and South Dakota, in cooperation 
with the Canadian Credit Men’s 
Trust Assn., Ltd. 


A Leader Passe; 









































CHARLES J. SCULLY 


The death of Charles J. Scully, 
who, before his retirement had been 
for more than 25 years the director 
of the Fraud Prevention Department 
of the National Association of Credit 
Men, came at his home in Brooklyn, 
N.Y., after a long illness. 


Mr. Scully had served for a num- 
ber of years as an agent for the 
Bureau of Investigation of the US. 
Department of Justice. The Fraud 
Prevention Department had been 
organized in 1925 after the associa- 
tion had raised more than $1 million 
to prosecute commercial fraud. Mr. 
Scully headed the department from 
February, 1926. He assembled evi- 
dence leading to the arrest and con- 
viction of 1,719 individuals charged 
with commercial crimes, and his de- 
partment investigated several times 
that number of cases. 


While an agent of the F.B.I. Mr. 
Scully had been assigned to such 
important cases as those against 
Emma Goldman, Alexander Berk- 
man and David Lamar. The latter, 
called the “wolf of Wall Street,” 
was arrested by Mr. Scully. In World 
War I he investigated Franz von 
Papen and other German officials 
suspected of espionage. 


On Oct. 1, 1951, Mr. Scully was 
honor guest at a luncheon in New 
York attended by more than 600 of 
the leading credit executives in the 
manufacturing and wholesale field 
Speakers of note represented many 
fields. 

“T know of no individual in credit 
work who made a greater contribu- 
tion,” said Henry H. Heimann, 
N.A.C.M. executive vice president. 


- Oo. edt 6 
























Walier D. Kelsey Is Elected 
Houston Secretary-Manager 





Walter D. Kelsey, newly elected 
secretary and executive manager of 
the Houston (Texas) Association of 
Credit Men, Inc., 
succeeds Robert 
C. Weatherly, 
Jr., now in col- 
lection service 
of N.A.C.M. in 
New York City 
and surrounding 
territory. 

: Mr. Kelsey 
mt & + was. graduated 

W. D. KELSEY from the Bor- 
ough Polytechnic Institute in Lon- 
don and took post graduate work at 
Northwestern University. While in 
Chicago he was engaged in financial 
and business management activities 
until moving to Texas in 1946 to 
enter the field of adult education. 
More recently he served: as con- 
troller for a large Houston firm in 
the industrial insulator field. 















Secretary Bennitt Is Dead; 
Gudgeon Acting Secretary 


The unexpected death of Brace 
Bennitt, executive secretary-treas- 
urer of the Minneapolis Association 
of Credit Men, 
closed a long 
career of service 
to the advance- 
ment of the pro- 
fession. 





BRACE BENNITT 


As a credit ex- 
ecutive in Wich- 


ita, Kan., Mr. 





Bennitt evi- 
Mr. denced service , : 
uch | 2 action to a de- F. H. GUDGEON 
inst ee which brought him to the presi- 
a. dency of the Wichita Association of 
ter, Credit Men and election to the 
et” board of directors of the National 
al d association. 


von @ From a period of service in the 
sjals Chicago N.A.C.M. office, starting in 

1929, he was called to the secretary- 
was jy Uanagement of the Minneapolis As- 
San sociation of Credit Men and Asso- 
0 of clated Creditors. 


the @ At the Houston Credit Congress 
eld. @ ‘his year, Mr. Bennitt was elected 
any fy “airman of the Secretarial Council. 


Frank H. Gudgeon, office and 
edit “edit supervisor, Hills Bros. Coffee, 
‘bu- @ 2c, was named acting secretary- 
ann,  “easurer pending selection of Mr. 
Jent. Bennitt’s successor. 








NEPTUNE REX Ill 


E. L. BLAINE, JR. 


N.A.C.M. Past President 
Is Honored at Centennial 
Edward L. Blaine, Jr., who was 
named president of the National 
Association of Credit Men at the 
credit congress at French Lick, Ind., 
in 1946, has been the recipient of a 
series of honors as Neptune REX 
III of Seattle’s Centennial Seafair. 
The success of this third annual 
observance, with more than 100 
events clustered in the ten-day cele- 
bration, assures the Seafair of rank- 
ing as a traditional gala spectacle of 
Seattle history. Seafair pomp and 
glitter framed the extravaganza, 
with its five major parades, maneu- 
vers by Navy craft, Gold Cup races 
and myriad competitions. 


Mr. Blaine, who is vice president 
and director of the Peoples National 
Bank of Washington, in Seattle, is a 
past president of the Seattle Asso- 
ciation of Credit Men and recently 
was elected president of the World 
Affairs Council of Seattle. 

Seattle-born and a graduate of the 
University of Washington, Mr. Blaine 
has been associated with the Peoples 
National since 1929 and early this 
year was named to the board of 
directors. 


He is vice president of the Seattle 
Historical Society, past president of 
the Pioneer Association of Washing- 
ton, and treasurer of the Seattle 
Municipal League, a record of civic 


activity that made logical the selec- 


tion of Mr. Blaine to the honor place 
in the Seafair. 
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Weatherly on National Staff 
Of Collection Service in East 

Robert C. Weatherly, Jr., former 
secretary-manager of the Houston 
Association of Credit Men, Inc., has 
joined the staff 
of the National 
Association of 
Credit Men to 
expand and de- 
velop the col- 
lection service in 
New York City 
and surrounding 
territory. Ana- 
tive Texan, Mr. iA 
Weatherly was ®- C. WEATHERLY, JR. 
graduated from West Texas State 
Teachers College and took post- 
graduate work at the University of 
Kentucky, then taught in public 
schools in Texas for five years. 

He became credit manager of the 
Lexington (Ky.) General Tire Com- 
pany, then moved on to auditor for 
Crompton-Richmond Company, New 
York City, returning to Houston and 
entering association service in 1948. 
He is a member of the Lions Club, 
Houston Turnverein Club and past 
president of the Houston Sympho- 
nette Society. He is a veteran of 
World War II. 


cote 
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MANAGEMENT IN THE NEWS 


From Mail Clerk to President; 
Private Enterprise Is Answer 


Private enterprise has been the 
“be-all and end-all” of the career 
of Jesse W. Randall, president of 
The Travelers Insurance Companies, 
Hartford, Conn. His rise from mail 
clerk to president is the proof. 

Five years after joining the home 
office staff in 1905 as a mail clerk, 
Mr. Randall was promoted to special 
agent. Then came these advance- 
ments: manager, casualty lines, 
Worcester, Mass., in 1913; assistant 
manager, Boston, 1914; assistant sec- 
retary, compensation and _ liability 
department, home office, 1917; sec- 
retary, 1927; vice president, The 
Travelers Insurance Companies, 
1934; vice president, The Indemnity 
Company, 1935; and a director of all 
companies in 1944. 

A testimonial to his effectiveness 
as a speaker before insurance and 
civic gatherings, as well as his ac- 
tivity in association and committee 
work, is the fact that he holds a 
Freedoms Foundation award. He 
has an honorary master of arts de- 
gree from Trinity College, Hartford. 

Mr. Randall is also president and 
a director of The Travelers Broad- 
casting Service Corporation; direc- 
tor, Connecticut River Banking 
Company and The Travelers Bank 
and Trust Company; trustee, Me- 
chanics Savings Bank; and a trustee 
of Hartford College. 


University and Government 
War Service Give Background 

A course in credit and collections 
at Baylor University, plus four years 
with the government in World War 
II, provided background and experi- 
ence before Ben F. Mitchell joined 
the General Electric Supply Cor- 
poration at Waco, Texas. For the last 
three years he has been credit man- 
ager. Mr. Mitchell’s work in the 
Waco Wholesale Credit Men’s Asso- 
ciation was recognized by his elec- 
tion to the presidency. 


Company’s New President Was 
Credit Manager 15 Years Ago 
Stanley W. Corbett, Jr., has been 
elected president of Interstate Cord- 
age and Paper Company, Pitts- 
burgh, succeeding the late F. T. 
Jamison. 
Mr. Corbett’s election as president 
climaxes a success story which 
began in 1935 when he joined the 
company as credit manager. In 1937 
he became sales manager; 1938, as- 








J. W. RANDALL S. W. CORBETT 
sistant secretary; 1939, secretary; 
1945, general manager; and 1946, 
treasurer and a director. 

He has been an active member of 
the Credit Association of Western 
Pennsylvania and in community 
and civic programs. 


Recalls His Credit Problems 
After Pearl Harbor Bombing 
The Farmers Grain Cooperative of 
Ogden, Utah, for the last three years 
has had in Lynwood Islaub an able 





B. F. MITCHELL 


GEORGE BOZEMAN 


office and credit manager. Formerly 
with General Mills, Inc., he was 
office and credit manager at Hono- 
lulu when Pear] Harbor was bombed. 
The problems then created by mar- 
tial law, by the freezing of aliens’ 
property, by monetary and trans- 
portation restrictions—all combined 
to create a challenging assignment. 
Mr. Islaub became assistant to the 
export manager at San Francisco, 
then district credit manager at Og- 
den. He joined the Farmers Grain 
Cooperative in 1949. The Coopera- 
tive is the central marketing asso- 
ciation for 14 affiliated cooperative 


e 
L. ISLAUB 


J. P. TEMPLETON 
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organizations owned by 4,500 grain 
producing members in Utah and 
Idaho. The grain is assembled in 2 
elevators, total capacity 3,000,000 
bushels, then marketed from the 
terminal elevators at Ogden. Mr, 
Islaub’s credit activities cover Utah, 
Nevada, Idaho, Montana and Wyo- 
ming. He has served as a director 
and vice president and now is presi- 
dent of the Inter-Mountain Asso- 
ciation of Credit Men, with head- 
quarters in Salt Lake City. 


Estate 8 Miles out of Town 
Indulges His Gardening Hobby 

In the 42 years of his business ex- 
perience, George Bozeman of E 
Paso, Texas, had served in many 
capacities—bookkeeper, office man- 
ager, accountant, credit manager and 
auditor for several wholesale supply 
houses—before he joined the W. G. 
Walz Company six years ago as con- 
troller. The nearness of his country 
estate eight miles east of El Paso 
permits him to exercise his hobby— 
gardening. Mr. Bozeman was presi- 
dent of the Tri-State Association of 
Credit Men in 1939-40, and again 
heads the organization. 


From Pencil Sales Assistant 
To Firm’s Secretary-Treasurer 
The Joseph Dixon Crucible Con- 
pany, Jersey City, N. J., has pro- 
moted three officers: Henry W. 
Armstrong, to vice president in 
charge of finances; Joseph P. Ten- 
pleton, to secretary-treasurer, and 
Walter H. Buckhout, to controller. 
Mr. Templeton has been with 
Dixon 31 years, after business ex- 
perience with the Underwood Type- 
writer Company in New York City, 
Wright-Martin Aircraft Corpora- 
tion in New Brunswick, N. J., and 
the Security Mutual Casualty Com- 
pany, New York. He joined Dixon 
in 1921 as assistant in its pencil sales 
department and rapidly rose to as- 
sistant credit manager, corporation 
secretary, secretary and controller, 
and now secretary-treasurer of the 
parent company and its subsidiaries. 
He is active in credit groups, 4 
trustee of the Stationers & Publish- 
ers Board of Trade, and for four 
terms served as chairman of the 
Stationery, Office and School Sup- 
plies Credit Group. After graduation 
from Drake University he continued 
his studies in specialized and ex- 
tension courses, including credit and 
financial studies in National Asso- 
ciation of Credit Men courses. 

















